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Air Force Working Capital Fund
FY 01 President’s Budget

The FY 2001 Air Force Working Capital Funds (AFWCF) President’s Budget (PB)
submission reflects current execution plans and a number of Air Force initiatives to
improve the efficiency and effectiveness of our activities while continuing to meet the needs
of the warfighting forces. Successful WCF operations are essential to the Air Force’s
Global Engagement mission and our transition to an Air Expeditionary Force. To this end,
we have incorporated changes in business management practices and some known
impacts of base closures into the submission.

Activity Group Overview:

The AFWCF conducts business in three primary areas: the Supply Management
Activity Group (SMAG), the Depot Maintenance Activity Group (DMAG) and the Information
Services Activity Group (ISAG). The Transportation Working Capital Fund (TWCF), for
which the Air Force assumed cash management responsibility in FY 1998, is part of this
PB submission, although the Air Force does not have day-to-day management
responsibility for TWCF operations.

Air Force Core Competencies:

The AFWCF activities support all the Air Force core competencies: Air and Space
Superiority, Global Attack, Precision Engagement, Rapid Global Mobility, Information
Superiority and Agile Combat Support. These core competencies are fundamental to the
“Pathway to the 21% Century Air Force.” The working capital funds provide key
maintenance, transportation and support services and weapon system spare parts and
supplies. The working capital funds are essential to the readiness and sustainability of our
air and space assets and our ability to deploy forces around the globe and across any
theater in support of the National Military Strategy. Maintenance depots provide the
equipment, skills and repair services necessary to keep forces operational worldwide.
Supply management activities procure and manage inventories of consumable and
reparable spare parts maintaining all elements of the force structure mission ready.
Transportation provides the worldwide mobility element of the global engagement vision.
Activities that provide information services make it possible to operate and improve data
collection and management systems essential to warfighting and support activities.
Directly or indirectly, working capital fund activities provide warfighters the key services
needed to meet mission capability standards.




Air Force Initiatives:

The Air Force has taken significant steps to fix spare parts shortages. Spare parts
funding problems in the 1990s were a major contributor to the readiness decline over the
past several years. Fiscal Year (FY) 2001, like FY 2000, fully funds “depot level repairable”
validated requirements used by operating units to “buy” spare parts from DoD and Air
Force sources. Congress, DoD and Air Force have further supported spare parts by
providing additional funding as well. Congress provided funding increases in both FY
2000 and FY 2001. DoD and the Air Force added $382M in FY 1999 working capital fund
obligation authority (OA) to buy more parts that will deliver between FY 1999 and FY 2002.
DoD and the AF added an additional $387M in FY 1999 OA for Kosovo surge and
reconstitution efforts. Furthermore, DoD and the Air Force added another $135M in FY
1999 OA to reflect higher sales at Oklahoma Air Logistic Center. Total FY 1999 OA was
increased $904M over the baseline. Finally, the FY01 President’'s Budget (PB) adds
$60M in FY00 and $30M OA over and above the customer requirement to provide flexibility
to react to execution year changes.

In Depot Maintenance, a number of cost reduction and management initiatives are
included in this budget. Many are tied to the depot competition and consolidation, such as
reduced depreciation costs, but others include tightened management of consumable
items, increased use of industrial engineers to update bills of material and create more
efficient repair processes, and strengthened oversight of contract depot maintenance
repairs. New savings above those already identified in the FY00/01 President’s Budget
amount to $189M in FY 2001.

Base Closure & Depot Public-Private Competition

Efforts to realign San Antonio ALC (SA-ALC) and close Sacramento ALC (SM-
ALC), as directed by the 1995 Base Realignment and Closure (BRAC) Commission, are
ongoing. These two bases constitute the largest installations ever to be realigned/closed
by the Department of Defense, and the maintenance facilities represent the largest depots
closed by the BRAC process. BRAC compliance is on schedule with all actions
completed in FY 2001.

The Air Force has released guidance implementing Section 2553 of Title 10, USC
allowing depots to make direct sales of goods/services outside the DoD for the first time.
These sales are expected to bolster the health of our remaining depots through increased
capacity utilization and critical maintenance skills.

éupply Management Activity Group (SMAG):

Implementation of the Material Systems Division (MSD), a consolidation of our
Systems Support Division (SSD), Reparable Support Division (RSD) and the Cost of



Operations Division (COD) into a single wholesale fund, was effective in FY 1998. The
consolidation offers more flexibility to business managers, eliminates redundant systems
and simplifies the budget, execution and requirements processes. MSD supporting
systems have been updated and changed to provide the necessary foundation for the next
generation of wholesale and retail worldwide logistics and financial systems.

FY 2001, like FY 2000, fully funds the validated spares requirement. The Air Force
funded spares at 100% of the validated requirement in FY 1995, but funds were
constrained to 90% of the validated requirement in FY 1996. Further reductions in FY
1997 compounded the problem, particularly with engine problems and F-16 and C-5
avionics. In addition, the Air Force was only able to fund 94% and 95% of the validated
spares requirements in FY 1998 and FY 1999.

In FY 1999, as in FY 1998, the Air Force increased our wholesale unit cost ratio
over the original budget to help the Air Force meet the needs of the warfighting customers.
Over $904M in OA was added for spare parts purchases over the FY 1999 baseline.
Anecdotal evidence indicates progress is being made in availability of spare parts,
although masked to some extent by increased requirements due to Kosovo and
disruptions in parts supply due to BRAC-directed workload transitions. FY 1999 Air Force
Supply Management Activity Group wholesale performance metrics improved in most
areas. Backorders were reduced 36%. Not Mission Capable due to Supply (NMCS) rates
appear to have stabilized. Issue and Stockage Effectiveness exceeded their goals of 57%
and 67% respectively. Logistics Response Time was within 1/10™ a day of its goal of 41
days. For Kosovo support, Logistics Response Time was an impressive 11.9 days and
Readiness Spares Package (RSP) fill rates were the highest since the early 1990s.
Furthermore, SMAG wholesale exceeded it's FY 1999 net operating result by over $100M
and was within 0.007 of its unit cost target.

Depot Maintenance Activity Group (DMAG)

Depot maintenance activities continue to experience turbulence as a result of
public-private competition and workload realignments. Between FY 1998 and FY 1999,
over one-third of the total workload was competed or realigned, stressing effective
management of personnel and resources. Declining labor productivity is a significant result
of this turmoil and FY 1999 execution reflects this lower productivity.

Depot maintenance continues to see higher material cost driven by engine parts and
greater corrosion in the C-130 programmed depot maintenance workloads. We expect to
see some rising material costs as our engines and aircraft age and as repair parts
demand stabilizes on newer engines. More realistic material consumption factors,
achievable productivity and yield rate assumptions are the basis of this budget request.

Depot maintenance revenue grows in FY 2001 in support of a number of
commodities and weapon systems, such as the B-2, F-16, and engines. In addition, the
AF Cost Analysis Improvement Group identified a shortfall in Depot Level Reparable




(DLR) availability for a number of critical airframes and components; this shortfall will be
fulfilled with increased depot repairs. Increased funding has been provided for this higher
level of repair. For the Air Force Active, Guard, and Reserve components, DLRs are
funded at 100%, and Depot Purchased Equipment Maintenance at 92.2 percent (FY 2001)
of requirements; the DMAG program is sized to support this level of customer demand.

Information Services Activity group (ISAG)

The Electronic Systems Center, the product center organizationally responsible for
the Central Design Activities (CDAs) has completed an extensive reorganization which
formed a “single CDA” face to all ISAG customers. The CDA continues to upgrade their
processes in order to remain competitive and completed Level Ill Software Institute
Capability Maturity Model certification in October 1999. The CDA is an integral part of the
Air Force plans for Y2K compliance and is using a number of metrics and earned value
analyses to ensure that essential systems are fully upgraded and fielded.

In December 1994, PBD 433 established the Material Systems Group (MSG) and
the Standard Systems Group (SSG). At that time there were some programs that
remained under the program management of the 38" Engineering Installation Wing at
Tinker AFB, OK because the programs did not meet the criteria for inclusion in the
AFWCF. The management of these programs has since moved to SSG, the ISAG has
been established, and all other programs managed by SSG are in the ISAG. With the
identification of customers, these O&M programs have been moved into the AFWCF,
placing all SSG systems under one umbrella. This budget submission recognizes the
transfer of funding into ISAG customer accounts and the manpower transferred to ISAG.

Transportation Working Capital Funds (TWCF):

USTRANSCOM, as the single manager of the Defense Transportation System (DTS),
exercises combatant command and peacetime management over all common user
aspects of the global mobility system. One of DoD’s highest priority goals is to maintain a
robust and responsive national DTS as a critical element of America's national security
strategy of rapid power projection of a CONUS-based force. USTRANSCOM's ability to
move sufficient numbers of U.S. forces and equipment enables us to defend vital national
interests anywhere in the world at a moment’s notice. A strong defense transportation
capability gives credence to our alliance commitments by delivering economic and security
assistance and when needed--military forces. The DTS--a partnership of military and
commercial assets--enables us to accomplish these actions.

Over 80 percent of USTRANSCOM's cost base is directly associated with the
contracts and materials required to meet this need. From FY 1994 to FY 2001,
USTRANSCOM and Service productivity initiatives/cost avoidance and organizational
streamlining efforts have resulted in savings of over $830 million. These productivity and




streamlining initiatives are designed to optimize efficiency, effectiveness and customer
support without degrading USTRANSCOM'’s core competencies and readiness posture.

Cash Management:

Even though we missed our FY 1999 cash target of $638.7 million by $90.5 million
we were able to maintain a positive cash balance without advance billing. Our advance
billing liability shrunk to $93.1 million by the end of fiscal year 1999. Both
FY 2000 and FY 2001 supply management and depot maintenance prices contain cash
factors to improve our long-term liquidity. Each year, prices in supply management were
increased $100 million, while the cash factor for depot maintenance is $50 million. The Air
Force budget request does not plan any additional advance billing in either
FY 2000 or FY 2001. We expect to meet the cash management goal of 7-10 days of
operating cash on hand ($656.3 - $945.9 million) by the end of FY 2001 depending on
business performance.

Cash management efforts continue to focus on analyzing data currently available
and developing tools to identify changes in cash. Although the data currently available is
late to need, accuracy has been improving. More work remains to be done on developing
raw disbursement and collection data for insights into changes in cash. AFMC is close to
completing work on a statement of sources and uses of cash, which should be available in
FY 2000. These better analytical tools are needed to refine management action and build
cash to the level recommended by OUSD(C).

Air Force Working Capital Fund Cash
Including USTRANSCOM
(Dollars in Millions)

FY 1999 FY 2000 FY 2001
BOPCashBalance $ 7560 $ 5482 $ 6246
Disbursements $(19,692.5) $(19,388.1) $(20,442.4)
Collections $ 19,3747 $ 19,4001 $ 20,422.0
Transfers $ 1009 § 645 $ 65.9
EOP CashBalance $ 5482 $ 6246 $ 670.1

Capital Reserve

Section 371 of the FY 1996 National Defense Authorization Act requires the
establishment of a capital asset subaccount in the Fund. It also requires an annual report



to the Congress that accompanies the budget that specifies the subaccount’s current year
opening balance, projected credits to and outlays from the subaccount, projected end-year
balance, and how much of the end-year balance is in excess of subsequent year
requirements.

The amounts in the following table represent inflows to the account from the
estimated collection of depreciation expense during FY 1999. None of the estimated FY
1999 end-of-year balance is excess of FY 1999 requirements.

Capital Asset Subaccount
(Dollars in Millions)

FY 1999
Balance, Start of Year 0.0
Collections $276.4
Disbursements $240.3
Transfers 0.0
Balance, End of Year 0.0

7A



AFWCF Total Summary - Financial Highlights
Air Force Working Capital Fund

AFWCF Total Summary Consolidation 01PB

(Dollars in Millions) February 2000
1999 AC 2000 RR 2001 R
Cost of Goods Sold 18,143.9 17,572.6 18,796.9
Net Operating Results 2141 (286.8) 10.5
Accumulated Operating Results 4473 91.4 (40.5)
Civilian End Strength 29,148 27,699 27,575
Military End Strength 17,280 15,800 15,761
Civilian Workyears 31,149 29,767 28,085
Military Workyears 16,737 15,465 15,480
Capital Budget Program Authority 364.6 378.3 370.3

RUN Date/Time: 02/14/2000 09:10:19 VERSION: Pentagon:SAF_FMBMR//FINAL




Revenues and Expenses
Air Force Working Capital Fund

FUND14 Consolidation 01PB
(Dollars in Millions) February 2000
1999 AC 2000 RR 2001 R
Revenue:

Gross Sales 21,913.925 21,179.145 22,451.928
Operations 21,495.465  20,641.915  22,192.340
Capital Surcharge 0.000 110.500 13.500
Depreciation exc Maj Const 157.800 172.400 182.400
Major Construction Dep 25175 20.130 17.951

Cash Surcharge 13.783 50.000 45.737

Other Income 663.385 1,023.138 332,573

Refunds/Discounts 2,709.890 2,657.104 2,565.349
Total Income: 19,645.718 19,360.979 20,219.152

Expenses:

Cost of Materiel Sold from Inv 8,251.706 7,773.627 8,718.493

Mobilization 27.618 28.344 37477

Full Cost Recovery 0.000 0.000 0.000

Lean Logistics (323.800) 0.000 0.000

Inventory Gains/Losses 160.816 110.607 111.815

Inventory Maintenance (13.281) (1.944) (1.971)

Salaries and Wages:

Military Personnel Compensation & Benefits 110.217 95.560 105.386
Civilian Personnel Compensation & Benefits 1,691.790 1,730.779 1,663.918

Travel & Transportation of Personnel 117.003 109.384 113.738

Materials & Supplies (For internal Operations) 2,761.819 2,533.880 2,896.549

Equipment 37.568 22.652 22.845

Other Purchases from Revolving Funds 962.567 977.272 998.100

Transportation of Things 97.773 102.974 106.346

Depreciation - Capital 366.523 313.162 344.882

Printing and Reproduction 3.442 8.668 12.371

Advisory and Assistance Services 8.619 9.320 9.550

Rent, Communication, Utilities, & Misc. Charges 112.782 125.569 114.896

Other Purchased Services 4,712,969 4,588.901 4,667.002

Other Expenses 442,918 728.563 341.946
Total Expenses 19,529.049 19,257.318 20,263.043

Change in Work in Process 116.381 (93.426) 34.889
Operating Result 233.050 10.235 (9.002)

Less Capital Surcharge Reservation 0.000 110.500 13.500

Plus Passthroughs or Other Approps (NOR) 0.000 0.000 0.000

Other Adjustments (NOR) (18.985) (186.525) 33.039
Mobilization 27.618 28.344 37177
Other Changes (46.603) (214.869) {(4.138)

Net Operating Result (Calculation) 214.065 (286.790) 10.537
Net Operating Result (1307 Report) 112.581 (286.790) 10.537

Prior Year Adjustments 26.447 (29.200) 0.000

Other Changes (AOR) (99.669) (91.165) (100.772)
Prior Year AOR 289.083 447.267 91.412

Accumulated Operating Result 328.442 40.112 1477

Non-Recoverable Adjustment (AOR) (118.825) (51.300) 41.637

Accumulated Operating Result for Bdgt Purposes 447.267 91.412 (40.460)

RUN Date/Time: 02/14/2000 09:14:07 VERSION: Pentagon:SAF_FMBMR//FINAL



Air Force Working Capital Fund
FY 2001 Budget Estimate
Supply Management Activity Group

Activity Group Overview

The Air Force Supply Management Activity Group (SMAG), formerly the Supply
Management Business Area (SMBA under DBOF), was converted into the Air Force
Working Capital Fund 1996. The Supply Management Activity Group consists of six
diverse wholesale and retail divisions: Materiel Support, General Support, Troop
Support, Medical-Dental, Fuels, and United States Air Force Academy.

The Supply Management Activity Group manages over two million inventory
items including weapon system spare parts, ground, aviation and missile fuels, medical-
dental supplies and equipment, food items, and other supply items used in non-weapon
system applications. The Air Force Supply Management Activity Group is an equal
partner in the support of combat readiness for all customers by procuring critical
material and making repair parts available to the depots and bases. Material is
procured from the vendors and held in inventory for sale to authorized customers.

Revenue is generated from sales of various supply and fuel items to a variety of
customers. The primary customers are Air Force Operations and Maintenance, Air
Force Reserve, Air National Guard, Foreign Military Sales, Army, Navy and other non-
DoD activities, as well as other working capital funds, such as Depot Maintenance.

Division Overviews
Wholesale Activities

The wholesale Materiel Support Division (MSD) manages 164,172 different
depot level reparable and consumable spare parts for which the Air Force is DoD
Inventory Control Point. Inventory Control Points manage wholesale inventory
according to logistics policies and procedures. Materiel Support Division items are
directly related to weapon systems such as the F-15 Eagle air superiority fighter, C-5
Galaxy out-sized cargo transport, and B-2 Spirit bomber.

The Materiel Support Division also provides cost visibility related to wholesale
operations. Costs included are civilian and military labor, travel, supplies/materials,
expendable equipment, and contractual services. Revenue to support these functions
is obtained from surcharges collected resulting from the sale of spare parts.

Increased deployments since 1990, aging aircraft, problems in funding spares
through most of the 1990s, and low retention of maintenance technicians in recent



years have combined to cause a 5.8 percent drop in mission capable rates over the Air
Force fieet since 1994. Congressional, DoD and Air Force efforts to increase spare
parts availability have begun to arrest declining.

This President’s Budget reflects Congressional, DoD and Air Force commitment
to improve NMCS rates.  Congress supported spare parts recovery efforts with
appropriation increases of $194M in FY99 and $85M in FY00. Air Force validated depot
level repairable accounts used by operating units to buy spare parts from DoD and Air
Force sources are fully funded in FYO01. Working capital fund obligation authority (OA)
to buy more parts increases over $200M from the FY99 baseline to FYO01. For FY99
specifically, the Air Force, with OSD(Comptroller) assistance, was able to fund $382M
in OA for more spares that will deliver between FY99 and FY02. An additional $135M in
FY99 OA was realigned for increased spare part sales at Oklahoma City Air Logistics
Center. Finally, the Kosovo Emergency Supplemental added $387M in FY99 OA to
spares for surge and reconstitution efforts. In total, FY99 OA was increased $904M
over the FY99 baseline and should lead to improved stockage effectiveness and a
reduction in repair times in Air Force depots as parts are delivered against these funds.

Retail Activities

The General Support Division (GSD) finances the Air Force retail inventory and
issue requirements for all non-Air Force managed items other than those pertaining to
medical, troop support and fuels requirements. The majority of items are used to
support field and depot maintenance of aircraft, ground and airborne communication
and electronic systems, as well as other sophisticated systems and equipment. The
General Support Division manages 1,640,000 items related to installation, maintenance,
and administrative functions.

The Surgeon General of the Air Force is responsible for the overall management
of the Medical-Dental Division. The central financial and material management
functions are assigned to the Air Force Medical Logistics Office at Frederick, Maryland.
The division manages about 265,700 different items through 91 outlets, of which 69 are
in the CONUS. The Medical-Dental Division has a War Reserve Material requirement
for prepositioned medical supplies and equipment vital to support forces in combat
pending resupply. It reduces the demand for high priority transportation and ensures a
rapid go-to-war capability.

The Troop Support Division managed approximately 72 base level Troop
Support operations, other authorized activities such as nonappropriated fund activities,
and reserve and guard units. Troop Support ceased operation on 30 Sep 99 due to
implementation of the Appropriated Fund Prime Vendor program. This program allows
bases to place most of their requisitions directly with the Appropriated Fund Prime
Vendor contractor rather than the Troop Support working capital fund division.




The Fuels Division manages aviation fuel and ground fuel requirements for Air
Force components and missile fuel requirements for all Department of Defense
activities. The Air Force obtains aviation and ground fuel products from the Defense
Logistics Agency which procures these products from vendors. The Directorate of
Aerospace Fuels Management directly procures missile fuel products from vendors.
The number of items managed by the Fuels Division is expected to remain at 100
different items through fiscal year 2000. Like the Materiel Support Division, Fuels also
provides cost visibility related to its retail operations.

The Air Force Academy Division finances the purchase of uniforms and
uniform accessories for sale to cadets in accordance with regulations of the Air Force
Academy and related statutes. The customer base consists of over 4,000 cadets who
receive distinctive uniforms procured from various manufacturing contractors located

coast to coast.

Revenue, Expenses and ltems Managed

The table below provides revenue and expenses for the total Supply
Management Activity Group.

($ Millions) FY 1999 FY 2000 FY 2001
Revenue 9,580.7 9,465.3 8,961.7
Expenses 9,520.5 9,489.3 9,217.1
Operating Result 60.2 -84.7 -63.0
Net Operating Results 87.8 -56.4 -25.7
Accumulated Operating Results 2821 227 1 0.0
Number of Items Managed 2,182,469 2,124,864 2,074,372

Military and Civilian End Strength

Civilian and Military End Strength, Full Time Equivalents and Workyears are only
applicable to the Materiel Support and Fuels Divisions.

FY 1999 FY 2000 FY 2001

Civilian End Strength 2,058 2,050 1,895
Civilian Full Time Equivalents 2,015 2,055 1,971
Military End Strength 52 65 65

Military Workyears 52 65 65




Customer Price Change (%)

Division FY 2000 FY 2001

Materiel Support +4 1 +6.4
General Support +1.14 -1.12
Fuels -0.10 -0.02
Medical-Dental +0.00 +0.78
Troop n/a n/a
Academy +1.66 +1.45

Stockage Effectiveness

Stockage Effectiveness measures how well anticipated customer demands are
satisfied through both immediate off-the-shelf issues and the backorder process. Stockage
Effectiveness is only measured for the Materiel Support and General Support Divisions.

Division FY 1999 FY 2000 FY 2001

Materiel Support 67% 70% 72%
General Support 87% 87% 87%
Fuels 100% 100% 100%
Medical-Dental 97% 97% 97%
Troop 99% n/a n/a
Academy 97% 100% 100%
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Weapon System Funding
Air Force Working Capital Fund

SM3B AF Supply Management Activity Group 01PB
(Dollars in Millions) Materiel Support Division February 2000
1999 Buy Initial Spares Repair Additives Total
A7 0.000 0.000 0.000 0.000 0.000
A-10 35.222 1.635 92.542 0.000 129.399
B-1B 139.729 16.800 172.606 0.000 329.135
B-2 18.311 (5.500) 4.747 0.000 17.558
B-52 69.266 1.999 66.399 0.000 137.664
C-5 107.071 1.015 248.223 0.000 356.309
c-17 32151 35.150 0.209 0.000 67.510
Cc-130 46.305 0.137 160.786 0.000 207.228
C-135 36.228 17.832 136.771 0.000 190.831
c-141 7.668 3.386 73.571 0.000 84.625
E-3 21.613 19.993 46.903 0.000 88.509
E4 0.000 0.000 0.040 0.000 0.040
E-8 2.521 0.000 0.519 0.000 3.040
F-4 3.334 0.000 9.175 0.000 12.509
F-15 63.146 3.490 226.570 0.000 293.206
F-16 81.698 24.588 169.421 0.000 275.707
F-111 0.163 0.000 0.445 0.000 0.608
F-117 0.000 0.000 0.029 0.000 0.029
H-1 0.216 0.000 4193 0.000 4.409
H-3 0.000 0.000 0.000 0.000 0.000
H-53 5.282 0.000 17.829 0.000 23111
H-60 0.000 0.000 0.056 0.000 0.056
Trainers 45.882 0.000 28.746 0.000 74.628
F100 323.407 0.000 503.096 0.000 826.503
F110 209.613 0.000 123.872 0.000 333.485
SOF 7.960 29.161 24,728 0.000 61.849
Common 149.639 6.821 458.507 0.000 614.967
Other Aircraft 5.215 0.000 5.356 0.000 10.571
2 Level Maintenance 0.000 0.000 0.000 0.000 0.000
Missiles 11.879 (0.058) 15,565 0.000 27.386
Other 16.174 23.697 59.442 0.000 99.313
Total 1,439.692 180.146 2,650.344 0.000 4,270.182
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Weapon System Funding
Air Force Working Capital Fund

SM3B AF Supply Management Activity Group 01PB
(Dollars in Millions) Materiel Support Division February 2000

2000 Buy Initial Spares Repair Additives Total

A-7 0.000 0.000 0.000 0.000 0.000
A-10 27.676 0.690 84.012 0.000 112.378
B-1B 58.027 6.592 174180 0.000 238.799
B-2 15.242 5.000 6.934 0.000 27.176
B-52 23.794 6.236 48.245 0.000 78.275
C-5 64.943 1.126 228.518 0.000 294.587
C-17 0.000 0.000 0.338 0.000 0.338
C-130 52,731 5.266 147.377 0.000 205.374
C-135 37.224 18.911 96.807 0.000 152.942
C-141 4.921 0.649 51.814 0.000 57.384
E-3 44,943 20.582 47.230 0.000 112.755
E4 0.000 0.000 0.043 0.000 0.043
E-8 0.472 0.000 5.947 0.000 6.419
F-4 1.551 0.000 6.173 0.000 7.724
F-15 49.838 18.607 218.246 0.000 286.691
F-16 76.214 27.540 153.002 0.000 256.756
F-111 0.085 0.000 0.245 0.000 0.330
F-117 0.000 0.000 0.055 0.000 0.055
H-1 0.136 0.000 1.889 0.000 2.025
H-3 0.000 0.000 0.000 0.000 0.000
H-53 7.394 0.000 15.321 0.000 22,715
H-60 0.352 0.000 0.040 0.000 0.392
Trainers 38.341 0.000 23.331 0.000 61.672
F100 299.763 0.000 515.671 0.000 815.434
F110 132.414 0.000 111.441 0.000 243.855
SOF 9.149 3.461 16.373 0.000 28.983
Common 118.582 0.000 344.878 0.000 463.460
Other Aircraft 7.306 0.000 14.636 0.000 21.942
2 Level Maintenance 0.000 0.000 0.000 0.000 0.000
Missiles 7.985 2.605 17.605 0.000 28.195
Other 19.607 40.495 48.381 0.000 108.483
Total 1,098.692 157.760 2,378.733 0.000 3,635.185
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Weapon System Funding
Air Force Working Capital Fund

SM3B AF Supply Management Activity Group 01PB
(Dollars in Millions) Materiel Support Division February 2000

2001 Buy Initial Spares Repair Additives Total

A-7 0.000 0.000 0.000 0.000 0.000
A-10 28.462 1.201 87.262 0.000 116.925
B-1B 52.744 5.498 174.588 0.000 232.830
B-2 14.090 5.000 26.963 0.000 46.053
B-52 32.060 5.000 46.781 0.000 83.841
Cc-5 74.935 0.000 212.319 0.000 287.254
Cc-17 0.000 0.000 0.410 0.000 0.410
C-130 58.085 9.335 139.365 0.000 206.785
C-135 47.215 7.445 103.890 0.000 158.550
C-141 5.543 0.000 37.276 0.000 42.819
E-3 38.308 20.229 46.858 0.000 105.395
E-4 0.000 0.000 0.044 0.000 0.044
E-8 0.290 0.000 7.624 0.000 7.914
F-4 2112 0.000 5.843 0.000 7.955
F-15 49.320 23.822 215.668 0.000 288.810
F-16 72.322 32.797 155.736 0.000 260.855
F-111 0.128 0.000 0.242 0.000 0.370
F-117 0.000 0.000 0.079 0.000 0.079
H-1 0.070 0.000 1.790 0.000 1.860
H-3 0.000 0.000 0.000 0.000 0.000
H-53 4.465 0.000 15.038 0.000 19.503
H-60 0.345 0.000 0.040 0.000 0.385
Trainers 19.661 0.000 22.338 0.000 41.999
F100 283.689 0.000 461.014 0.000 744.703
F110 140.053 0.000 145.877 0.000 285.930
SOF 5.103 10.795 19.959 0.000 35.857
Common 127.539 0.000 321.180 0.000 448.719
Other Aircraft 7.885 0.000 13.502 0.000 21.387
2 Level Maintenance 0.000 0.000 0.000 0.000 0.000
Missiles 7.391 6.739 19.973 0.000 34.103
Other 23.261 32.180 49133 0.000 104.574
Total 1,095.079 160.041 2,330.789 0.000 3,585.909
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Inventory Status
Air Force Working Capital Fund

SM4 AF Supply Management Activity Group 01PB
{Dollars in Millions) February 2000
1999 AC Total Mobil Peacetime Peacetime
Operating Other
1. Inventory BOP 24,802.709 776.160 18,271.453 5,755.096
2. BOP Inventory Adjustments
a. Reclassification Change (Memo) (17.727) 0.000 (17.727) 0.000
b. Price Change Amount 1,482.577 10.629 1,141.766 330.182
¢. Inventory Reclassified and Repriced 26,267.559 786.789 19,395.492 6,085.278
3. Receipts at Standard 6,424.582 24.411 6,066.710 333.461
4. Gross Sales w/ Surcharge 11,801.318 0.000 11,801.318 0.000
5. Inventory Adjustments
a. Capitalizations + or (-) (355.115) (15.680) (256.627) (82.808)
b. Returns from Customers for Credit + 2,683.890 0.000 2,683.890 0.000
¢. Returns from Customers w/o Credit 1,258.023 20.887 1.349 1,235.787
d. Returns to Suppliers (-) (130.502) (6.219) (78.576) (45.707)
e. Transfers to Property Disposal (-) (576.794) (25.255) (0.352) (551.187)
f. Issues/Receipts w/o Reimbursement 466.601 15.477 565.108 (113.984)
g. Other Adjustments
1. Destruct, Shrink, Deteriorations, etc. (17.158) (6.797) (1.178) (9.183)
2. Discounts on Returns (28.287) 0.000 (0.789) (27.498)
3. Trade-ins 0.000 0.000 0.000 0.000
4. Loss from Disaster (0.009) 0.000 (0.005) (0.004)
5. Assembly/Disassembly 6.967 (0.041) 5.393 1.615
6. Physical Inventory Adj (71.036) (5.540) (38.158) (27.338)
7. Accounting Adjustments (1,096.846) (35.170) (830.578) (231.098)
8. Shipment Discrepancies 23.257 0.630 (116.813) 139.440
9. Other Gains/Losses (218.222) (18.719) (163.104) (36.399)
10. Strata Transfers (0.026) (15.402) 1,448.192 (1,432.816)
11. Strata Transfers in Transit 0.009 0.000 0.009 0.000
12. Other Adjustments - Total (1,401.351) (81.039) 302,969 (1,623.281)
h. Total Inventory Adjustments 1,944.752 (91.829) 3,217.761  (1,181.180)
6. Inventory EOP 22,835.575 719.371 16,878.645 5,237.559
7. Inventory EOP, Revalued (LAC, Discounted) 22,835.575 719.371 16,878.645 5,237.559
a. Economic Retention (Memo) 3,839.427 0.000 0.000 3,839.427
b. Contingency Retention (Memo) 1,018.556 0.000 0.000 1,018.556
c¢. Potential DOD Reutilization (Memo) 390.806 14.000 0.000 376.806
8. Inventory on Order at Cost EOP (Memo) 4,980.971 17.980 4,636.487 326.504
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Inventory Status
Air Force Working Capital Fund

SM4 AF Supply Management Activity Group 01PB
(Dollars in Millions) February 2000
2000 RR Total Mobil Peacetime  Peacetime
Operating Other
1. Inventory BOP 22,835.575 719.371 16,878.645 5,237,559
2. BOP Inventory Adjustments
a. Reclassification Change (Memo) (10.874) 0.000 (10.874) 0.000
b. Price Change Amount 21.251 3.113 15.993 2,145
c. Inventory Reclassified and Repriced 22,845.952 722484 16,883.764 5,239.704
3. Receipts at Standard 5,862.312 35.985 5,482.330 343.997
4. Gross Sales w/ Surcharge 11,349.891 0.000 11,349.891 0.000
5. Inventory Adjustments
a. Capitalizations + or () 241.245 5.317 178.081 57.847
b. Returns from Customers for Credit + 2,623.104 0.000 2,623.104 0.000
c. Returns from Customers w/o Credit 1,191.271 (25.480) 1.200 1,215.551
d. Returns to Suppliers (-) (141.821) (1.200) (60.600) (80.021)
e. Transfers to Property Disposal (-) (589.634) (18.000) (0.152) (571.482)
f. Issues/Receipts w/o Reimbursement 382.552 16.465 494.344 (128.257)
¢g. Other Adjustments
1. Destruct, Shrink, Deteriorations, etc. (17.058) (14.025) (1.202) (1.831)
2, Discounts on Returns (22.633) 0.000 0.514 (23.147)
3. Trade-ins 0.000 0.000 0.000 0.000
4. Loss from Disaster (0.005) 0.000 (0.004) (0.001)
5. Assembly/Disassembly 8.620 0.292 6.196 2132
6. Physical Inventory Adj (49.507) (0.268) (25.876) (23.363)
7. Accounting Adjustments 1,963.606 19.593 1,475.633 468.380
8. Shipment Discrepancies (27.947) 0.000 (264.732) 236.785
9. Other Gains/Losses (172.599) (5.600) (128.917) (38.082)
10. Strata Transfers (0.094) (34.355) 1,491.351  (1,457.090)
11. Strata Transfers in Transit 0.009 0.000 0.009 0.000
12, Other Adjustments - Total 1,682.392 (34.363) 2,552.972 (836.217)
h. Total Inventory Adjustments 5,389.109 (57.261) 5,788.949 (342.579)
6. Inventory EOP 22,747.482 701.208 16,805.152 5,241,122
7. Inventory EOP, Revalued (LAC, Discounted) 22,747.482 701.208 16,805.152 5,241,122
a. Economic Retention (Memo) 3,849.329 0.000 0.000 3,849.329
b. Contingency Retention (Memo) 1,019.484 0.000 0.000 1,019.484
c. Potential DOD Reutilization (Memo) 387.800 18.000 0.200 369.600
8. Inventory on Order at Cost EOP (Memo) 4,420.373 12.669 4,098.051 309.653
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Inventory Status
Air Force Working Capital Fund

SM4 AF Supply Management Activity Group 01PB
(Dollars in Millions) February 2000
2001 R Total Mobil Peacetime  Peacetime
Operating Other
1. Inventory BOP 22,747.482 701.208 16,805.152 5,241.122
2, BOP Inventory Adjustments
a. Reclassification Change (Memo) (16.061) 0.000 (16.061) 0.000
b. Price Change Amount 1,334.706 16.778 1,000.604 317.324
c. Inventory Reclassified and Repriced 24,066.127 717.986 17,789.695 5,558.446
3. Receipts at Standard 6,937.359 30.552 6,548.395 358.412
4. Gross Sales w/ Surcharge 12,286.486 0.000 12,286.486 0.000
5. Inventory Adjustments
a. Capltalizations + or (-) 245106 5.543 179.135 60.428
b. Returns from Customers for Credit + 2,554.049 0.000 2,554.049 0.000
c. Returns from Customers w/o Credit 1,211.348 (11.634) 0.700 1,222,282
d. Returns to Suppliers (-) (177.103) (1.200) (94.600) (81.303)
e. Transfers to Property Disposal (-) (598.803) (18.000) (0.053) (580.750)
f. Issues/Receipts w/o Reimbursement 375.623 5.000 500.893 (130.270)
g. Other Adjustments
1. Destruct, Shrink, Deteriorations, etc. (17.056) (11.025) (4.172) (1.859)
2. Discounts on Returns (24.570) 0.000 (1.054) (23.516)
3. Trade-ins 0.000 0.000 0.000 0.000
4. Loss from Disaster (0.008) 0.000 (0.007) (0.001)
5. Assembly/Disassembly 8.773 0.309 6.308 2,156
6. Physical Inventory Adj (41.884) (0.188) (19.293) (22.403)
7. Accounting Adjustments (1,018.572) (12.835) (787.260) (218.477)
8. Shipment Discrepancies 8.454 0.000 (227.948) 236.402
9. Other Gains/Losses (192.603) (3.952) (152.301) (36.350)
10. Strata Transfers (0.076) (29.900) 1,344.291 (1,314.467)
11. Strata Transfers in Transit 0.011 0.000 0.011 0.000
12. Other Adjustments - Total (1,277.531) (57.591) 158,575 (1,378.515)
h. Total Inventory Adjustments 2,332.689 (77.882) 3,298.699 (888.128)
6. Inventory EOP 21,049.689 670.656 15,350.303 5,028.730
7. Inventory EOP, Revalued (LAC, Discounted) 21,049.689 670.656 15,350.303 5,028.730
a. Economic Retention (Memo) 3,694.162 0.000 0.000 3,694.162
b. Contingency Retention (Memo) 973.714 0.000 0.000 973.714
c. Potential DOD Reutilization (Memo) 376.356 18.000 0.200 358.156
8. Inventory on Order at Cost EOP (Memo) 4,159.218 30.479 3,824.868 303.871
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FUND11
(Dollars in Millions)

Sources of Revenue
Air Force Working Capital Fund
AF Supply Management Activity Group

1999 AC 2000 RR 2001 R
1. New Orders (Gross)
a. Orders From DOD Components:
(1) Air Force
(a) Aircraft Procurement 17.254 72.055 49.086
(b) Missile Procurement 11.796 16.136 19.250
(c) Other Procurement (1.407) 3.048 2.297
(d) Military Construction - AF 0.329 0.065 0.060
(e) Operations & Maintenance - AF 5,321.469 5,390.886 5,533.410
(f) Military Personnel - AF 51.325 18.389 15.721
(g) Research and Development - AF 116.478 127.655 102.283
(h) Reserve Personnel - AF 6.036 2.551 2.571
(i) Operations & Maintenance - AFRES 414.519 432.516 517.210
() Operations & Maintenance - ANG 1,377.655 1,244.769 1,493.535
(k) Guard Personnel - ANG 8.826 5.361 4.643
(1) Family Housing 22.087 29.898 27.713
(m) Special Trust Funds 7.246 6.945 6.955
(n) Other Air Force 0.194 0.091 0.069
Total Air Force 7,352.807 7,350.365 7,774.803
(2) Army 45.116 38.083 36.452
(3) Navy 173.206 182.622 208.419
(4) MAP/Grant Aid 0.107 0.045 0.006
(5) Other DOD 866.432 852.367 869.844
Total DOD excluding WCF 8,437.668 8,423.482 8,889.524
b. Orders From Other Fund Activity Groups
(1) Oth AF Supply Management Activity Group 18.166 20.447 15.648
{2) Transportation Activity Group - TRANSCOM 1,151.366 906.378 1,005.114
(3)Depot Maintenance Activity Group 1,514.652 1,646.872 1,865.400
(4) Other WCF Activity Groups 0.016 0.007 0.007
(5) Commissary, Sur. Coll. 0.212 0.032 0.044
Total Other Fund Activity Groups 2,684.412 2,573.736 2,886.213
c. Total DOD 11,122.080 10,997.218 11,775.737
d. Other Orders:
(1) Other Federal Agencies 59.845 58.140 61.142
(2) Non Federal Agencies 154.772 120.696 188.622
(3) FMS 203.501 240.703 260.065
Total 418.118 419.539 509.829
Total New Gross Orders 11,540.198 11,416.757 12,285.566
2. Carry-In Orders 1,147.063 864.361 916.350
3. Total Gross Orders (New + Carry-in Orders) 12,687.261 12,281.118 13,201.916
4. Change to Backlog (282.702) 51.989 (22.827)
5. Total Gross Sales 11,822.900 11,364.768 12,308.393
6. Less Credit Returns 2,683.890 2,623.104 2,554.049
7. Total Net Sales 9,139.010 8,741.664 9,754.344
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Revenues and Expenses
Air Force Working Capital Fund

FUND14 AF Supply Management Activity Group

(Dollars in Millions)

1999 AC 2000 RR 2001 R
Revenue:

Gross Sales 11,822.900 11,364.768 12,308.393
Operations 11,822.900 11,364.768 12,308.393
Capital Surcharge 0.000 0.000 0.000
Depreciation exc Maj Const 0.000 0.000 0.000
Major Construction Dep 0.000 0.000 0.000

Other Income 441.683 725.438 332,573

Refunds/Discounts/Credit Returns (-) 2,683.890 2,623.104 2,554.049
Total Income: 9,580.693 9,467.102 10,086.917

Expenses:

Cost of Materiel Sold from Inv 8,251.706 7,773.627 8,718.493
STD Cost of Materiel 5,443.971 5,033.611 6,061.327
Exchg Cost of Materiel 2,098.331 2,058.591 1,795.166
Condemnations @ Carcass 709.404 681.425 862.000

Mobilization 27.618 28.344 37177

Full Cost Recovery 0.000 0.000 0.000

Lean Logistics (323.800) 0.000 0.000

Inventory Gains/Losses 160.816 110.607 111.815

Inventory Maintenance (13.281) (1.944) (1.971)

Salaries and Wages:

Military Personnel Compensation & Benefits 3.155 2,402 3.639
Civilian Personnel Compensation & Benefits 109.938 129.144 129.607
Travel & Transportation of Personnel 3.405 4.228 5.085
Materials & Supplies (For internal Operations) 6.805 6.077 7.637
Equipment 0.000 0.000 0.000
Other Purchases from Revolving Funds 436.908 420.714 398.379
Transportation of Things 84.857 87.058 90.332
Depreciation - Capital 87.092 30.635 56.435
Printing and Reproduction 2,733 3.319 3.745
Advisory and Assistance Services 0.519 0.720 0.450
Rent, Communlication, Utilities, & Misc. Charges 37.169 39.839 39.327
Other Purchased Services 201.953 188.431 207.655
Other Expenses 442918 728.563 341.946
Total Expenses 9,520.511 9,551.764 10,149.751
Operating Result 60.182 (84.662) (62.834)
Less Capital Surcharge Reservation 0.000 0.000 0.000
Plus Passthroughs or Other Approps (NOR) 0.000 0.000 0.000
Other Adjustments (NOR) 27.618 28.275 37.139
Mobilization 27.618 28.344 371477
Other Changes 0.000 (0.069) {0.038)
Net Operating Result (Calculation) 87.800 (56.387) (25.695)
Net Operating Result (1307 Report) (13.684) (56.387) (25.695)
Other Changes (AOR) (100.000) (100.000) (100.000)
Prior Year AOR 294.282 282.082 125.695
Accumulated Operating Result 180.598 125.695 0.000
Non-Recoverable Adjustment (AOR) (101.484) 0.000 0.000
Accumulated Operating Result for Bdgt Purpose 282.082 125.695 0.000
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Fuel Procurement
Air Force Working Capital Fund

FUND15 AF Supply Management Activity Group 01PB
{Dollars in Millions) February 2000
1999 PROCURED FROM DESC PROCURED BY SERVICE
COST PER EXTENDED COST PER EXTENDED STABIL
BARRELS BARREL PRICE ($}  BARRELS BARREL PRICE PRICE
(MIL BBLS) ($) MIL) (MIL BBLS) (%) ($ MIL) %)
JP-4 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
JA-1 0.36731 34.02 12.496 1.98054 63.00 124.774 0.00
JP-5 1.84670 35.70 65.927 0.00000 0.00 0.000 0.00
JP-8 57.61972 34.86 2,008.623 0.00000 0.00 0.000 0.00
AVGAS 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
INTO-PLANE 1.51473 44.52 67.436 0.00000 0.00 0.000 0.00
MOGAS,UNL 0.15156 33.60 5.092 0.28291 33.60 9.506 0.00
MOGAS,LD 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
DISTILLATE 0.45468 33.60 15.277 1.06092 33.60 35.647 0.00
RESIDUALS 0.00000 21.00 0.000 0.11317 21.00 2.377 0.00
LIQ PROP 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
PPV ADJ 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
MISSILE 0.00000 0.00 0.000 85.88500 1.00 85.885 0.00
TOTAL 61.95470 35.10 2,174.851 89.32254 2.89 258.189
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Fuel Procurement
Air Force Working Capita! Fund

FUND15 AF Supply Management Activity Group 01PB
(Dollars in Millions) February 2000
2000 PROCURED FROM DESC PROCURED BY SERVICE
COST PER EXTENDED COST PER EXTENDED STABIL
BARRELS BARREL PRICE ($ BARRELS BARREL PRICE PRICE
(MIL BBLS) ($) MIL) (MIL BBLS) (%) ($ MIL) (%)
JP-4 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
JA-1 0.35451 25.62 9.083 1.41389 63.00 89.075 0.00
JP-5 1.81098 26.46 47.919 0.00000 0.00 0.000 0.00
JP-8 56.06552 26.04 1,459.946 0.00000 0.00 0.000 0.00
AVGAS 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
INTO-PLANE 1.47723 33.18 49.014 0.00000 0.00 0.000 0.00
MOGAS,UNL 0.17883 28.56 5.107 0.33382 28.56 9.534 0.00
MOGAS,LD 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
DISTILLATE 0.60804 25.20 15.323 1.41875 25.20 35.753 0.00
RESIDUALS 0.00000 15.96 0.000 0.14934 15.96 2.383 0.00
LIQ PROP 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
PPV ADJ 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
MISSILE 0.00000 0.00 0.000 87.11800 1.00 87.118 0.00
TOTAL 60.49511 26.22 1,586.392 90.43380 248 223.863

RUN Date/Time: 02/14/2000 08:41:31 VERSION: Pentagon:SAF_FMBMR/FINAL




Fuel Procurement
Air Force Working Capital Fund

FUND15 AF Supply Management Activity Group 01PB
(Dollars in Millions) February 2000
2001 PROCURED FROM DESC PROCURED BY SERVICE
COSTPER  EXTENDED COSTPER  EXTENDED STABIL
BARRELS BARREL PRICE ($ BARRELS BARREL PRICE PRICE
(MIL BBLS) ($) MIL) (MIL BBLS) ($) ($ MIL) (%)
JP-4 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
JA-1 0.34199 42.00 14.364 2.23598 63.00 140.867 0.00
JP-5 1.75174 43.26 75.780 0.00000 0.00 0.000 0.00
JP-8 54.42751 42.42 2,308.815 0.00000 0.00 0.000 0.00
AVGAS 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
INTO-PLANE 1.45319 53.34 77513 0.00000 0.00 0.000 0.00
MOGAS,UNL 0.12759 45.78 5.841 0.24991 45.78 11.441 0.00
MOGAS,LD 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
DISTILLATE 0.42574 41.16 17.523 1.04233 41.16 42.902 0.00
RESIDUALS 0.00000 27.30 0.000 0.10479 27.30 2.861 0.00
LiQ PROP 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
PPV ADJ 0.00000 0.00 0.000 0.00000 0.00 0.000 0.00
MISSILE 0.00000 0.00 0.000 83.14200 1.00 83.142 0.00
TOTAL 58.52776 42,711 2,499.836 86.77501 3.24 281.213

RUN Date/Time: 02/14/2000 08:41:31 VERSION: Pentagon:SAF_FMBMR/FINAL




FY 2001 War Reserve Material (WRM) Stockpile
Air Force Supply Management Activity Group (SMAG)

($ in millions)

STOCKPILE STATUS
WRM
Total Protected WRM Other
1. Inventory BOP @ Std 701.208 473.055 228.153
2. Price Change 16.778 2.291 14.487
3. Reclassification 0.000 0.000 0.000
4. Inventory Changes
a. Recipts @ Std 30.552 30.552 0.000
(1). Purchases 30.552 30.552 0.000
(2). Returns from customers 0.000 0.000 0.000
b. Issues @ Std -19.200 -19.200 0.000]
(1). Sales 0.000 0.000 0.000
(2). Returns to suppliers -1.200 -1.200 0.000
(3.) Disposals -18.000 -18.000 0.000
¢. Adjustments @ Std -58.682 -26.262 -32.420
(1). Capitalizations 5.543 3.089 2454
(2). Gains and losses -27.760 -26.657 -1.103
(3). Other -36.465 -2.694 -33.771
5. Inventory EOP 670.656 460.436 210.220]
STOCKPILE COSTS
1. Storage Air Force WRM is intermixed with existing supply inventories
2. Management under the spare-is-a-spare concept or to prevent spoilage of
3. Maintenance/Other perishable items. As such, seperately identifiable WRM
' Total Cost stockpile costs are not available.
WRM BUDGET REQUEST
1. Obligations @ Cost 37.177 37177 0.000
a. Additional WRM 7.953 7.953 0.000
b. Replen WRM 29.224 29.224 0.000
c. Repair WRM 0.000 0.000 0.000
d. Assemble/Disassemble 0.000 0.000 0.000
e. Other 0.000 0.000 0.000
0.000 0.000 0.000
Total Request 37177 37177 0.000




Air Force Working Capital Fund
FY 2001 Budget Estimate
Depot Maintenance Activity Group (DMAG)

DMAG Mission Statement

The Depot Maintenance Activity Group provides major overhaul and repair of
weapon systems and spare parts while striving to meet or exceed required standards
for quality, timeliness and cost. In peacetime, we enhance readiness by efficiently and
economically repairing, overhauling and modifying aircraft, engines, missiles,
components and software to meet customer demands. During wartime or
contingencies, we surge repair operations and realign capacity to support the
warfighter's immediate needs.

Repair and overhaul is accomplished both by Air Force Materiel Command
(AFMC) depots and contract operations. Depot Maintenance operates on the funds
received from its customers through sales of its services

DMAG Customers, Products and Services

Depot Maintenance provides support to a variety of customers. Our single
largest customer is the Supply Management Activity Group (SMAG), which generates
approximately 47 percent of our revenue. The components repaired for SMAG
replenish spare parts to the Air Force supply chain. Approximately 45 percent of our
revenue comes directly from work performed for the major commands, Air National
Guard and Air Force Reserve. The balance of our work comes from other services,
other government agencies and foreign countries.

We provide scheduled overhaul for airframes and engines based on a planned
timetable for each weapon system. We also repair individual components routed from
the field. Missiles and ground electronic systems are repaired through scheduled and
unscheduled Depot Maintenance. Air Force depots provide an extensive software
capability to develop or modify software used to operate weapon systems, as well as
software designed for diagnostic purposes. Our depots locally manufacture critical
components required for parts not otherwise obtainable in a timely or cost effective
manner. Finally, we provide storage for all military services at the Aerospace
Maintenance and Regeneration Center at Davis-Monthan AFB, AZ, for equipment
currently not needed by the active forces.

Initiatives




In FY 1999, 13 productivity improvement objectives were established in the FY1999
DMAG Strategic Plan. Of these, competition and consolidation provide the largest financial
return. However, three other objectives, the Industrial Engineer (IE) Tech Program, improved
material management, and improved contract DMAG management have also been
emphasized. To date, OC-ALC has budgeted for 25 additional IE technicians in FY2000 and
25in FY2001. OO-ALC intends to use its current staff to perform the work measurement
function. WR-ALC is completing a pilot study and intends to hire contractors to accomplish this
function. The contract DMAG management initiatives main emphasis is to hire additional
production management specialists (PMSs) to monitor the contract program. So far, OC-ALC
has hired five, OO-ALC six and WR-ALC 10. WR-ALC attributes a reduction in losses due to
government furnished material to increased attention of the contract program by the additional

PMSs.
The following table depicts the current total estimated savings for the 13
initiatives:
($ in Millions) FY00 FYO01
Competition $ 98.0 $ 155.0
Consolidation 16.6 12.0
Contract Program 2.8 5.6
Management
Industrial Engineers 0.0 44
Material Management 1.5 1.7
Depreciation 17.5 9.8
Other 0.0 04
Total $ 136.4 $188.9
Outlook

As the Expeditionary Aerospace Force evolves, Depot Maintenance will remain a
fundamental element of both readiness and sustainability by providing a cost effective
rapid-repair capability. We will continue to provide a core Air Force depot capability to
retain an in-house source of technical competence. We will seek new methods for
efficient use of our resources such as partnering, government owned/contractor
operated facilities, and contractor field teams augmenting in-house operations.
Competitions and outsourcing for workloads unnecessary to support core capabilities
will be pursued to the maximum extent allowable by law. We will continue to lower our
overhead cost, decrease flow days for systems and components, increase parts
availability to the repair line and decrease material costs through process reviews,
adoption of commercial practices and engineered standards.




DMAG Business Description

Depot Maintenance provides capability, organic and contract, essential to
mission support of workload for combat forces. Our organic Depot Maintenance
ensures support of mission essential workload and support of workload that commercial
sources cannot or will not perform. Our contract Depot Maintenance supports non-
mission essential workloads and mission essential workloads where the risk of non-
support is low. This can include military workloads that have commercial derivatives,
where there are multiple contract sources to perform the work, and where these sources
have experienced few production disruptions.

Our 20,000 maintenance people, along with about 700 contractor organizations,
sell over $5 billion in depot maintenance services annually. More than $8.7 billion in
organic facilities and equipment are owned and operated by the DMAG.

On-time deliveries and cost are improving in our depot operations, as time
needed for aircraft repair decreased in FY 1999 for the second consecutive year.
During the last two years, the time required for an aircraft to move through the entire
depot repair process, measured in flow days, has been reduced more than 30 percent
on average. For example, the F-15, C-5, C-130 and C-141 repair operations have cut
flow days per aircraft by 15 to 82 days. In addition, we have cut the flow days for the F-
16 and B-1 aircraft by 22 and 24 days, respectively.

Organic Depot Maintenance services include repair, overhaul, and modification
of aircraft, missiles, engines, engine modules and associated component items,
exchangeable spare parts, and other major end items. Other services include local
manufacture, software maintenance, aircraft storage and reclamation, and support to
base tenants. Current organic Depot Maintenance sites include:

Ogden Air Logistics Center (OO-ALC), Ogden AFB, UT

Oklahoma City Air Logistics Center (OC-ALC), Tinker AFB, OK

Sacramento Air Logistics Center (SA-ALC), McClellan AFB, CA

San Antonio Air Logistics Center (SM-ALC), Kelly AFB, TX

Warner-Robins Air Logistics Center (WR-ALC), Robins AFB, GA

Aerospace Maintenance and Regeneration Center, Davis Monthan AFB, AZ

Recent Base Realignment and Closure (BRAC) decisions will result in the
closure/realignment of two of the Air Force depot maintenance facilities. The following
facilities are being closed in July 2001:

San Antonio Air Logistics Center (SA-ALC)
Sacramento Air Logistics Center (SM-ALC)

The SM-ALC composite workload was awarded to OO-ALC in partnership with
Boeing and the SA-ALC propulsion business area (PBA) workload was awarded to OC-




ALC in partnership with Lockheed-Martin as part of last year's public/private
competition.

The Depot Maintenance environment continues to change in response to
decreasing force structure and technology advances within the Air Force. Weapon
systems embodying new materials and technologies require new maintenance
processes, while improving reliability and reducing the frequency of maintenance for
items have become priority concerns. The net result is a requirement for greater
flexibility in addressing both the peacetime and wartime workload changes. This
flexibility is partially achieved by employing both organic and contractor repair sources.
The Air Force ensures that organic depots maintain the capability to repair the
technologies embodied in new weapon systems through the DMAG capital purchases
program, the infusion of equipment from new acquisition programs, and initiatives to
partner with industry.

Financial Highlights

Customer Orders: ($M) FY99 FY00 FY01
Organic $3,618.3 $3,099.9 $2,988.5
Contract 2,164.2 2,029.9 2,163.5
Total $5,782.5 $5,129.8 $5,152.0
Revenue and Expenses ($M) FY99 FY00 FYO01
Revenue $5,215.3 $5,173.7 $5,053.2
- Cost of Goods Sold/Other* 5,036.8 5,200.6 5,041.7
= Net Operating Results 178.5 -26.9 11.5
Prior Year AOR -228.9 -5.6 -10.3
+ Prior Year Gains/Losses 27.5 -29.2 0.0
= Revised Prior Year AOR -201.4 -34.8 -10.3
+ Net Operating Results 178.5 -26.9 11.5
= End of Year AOR -22.9 -61.7 1.2
+ Non-Recoverable Amounts 17.3 51.3 -41.6
= End of Year AOR (Budget Purposes) -5.6 -10.3 -40.5

*Other includes the undepreciated value of equipment written off and extraordinary items (to
be consistent with 1307 report — NOR —line 13)

Stabilized Sales Rates and Prices: FY99 FY00 FYO01
Organic Composite Sales Rate $128.42 $119.99 $134.96
Rate Change +3.1% -6.6% +12.5%

Contract Customer Price Change -4.1% 0.0% 0.0%




The following shows changes from the FY0O organic composite rate to the FY01
composite rate:

FY00 Composite Sales Rate $119.99

Standard OSD Inflation 2.74
Material Price Change (based on FY99 actuals) 4.54
PBA 1.61
Non-Job Routing 8.92
SM-ALC FYO1 Loss 0.31

Subtotal $18.12
Overhead Savings (3.15)
Total Change $14.97
FY01 Composite Sales Rate $134.96

Other Highlights

FY99 FY00 FYO1

Direct Production Standard Hours 24.861 23.941 22.836
(Hours in Millions)

Manpower Resources

Civilian Endstrength 21,369 20,068 19,974
Civilian Workyears (w/o OT) 23,286 21,987 20,370
Military Endstrength 217 409 301
Capital Budget $103.4 $138.3 $128.6

Current Issues
. Net Available

Net available (customer order carryover less work in process) for FY2000 reflects
an increase over the level in the FY2000 President’s Budget due to the factors
discussed below. Concerted efforts to hire and train the required personnel, maintain
above normal overtime rates, etc., will produce the work necessary to sustain Air Force
readiness and achieve DoD net available objectives.

FY99 Unplanned Workload: The Kosovo conflict led to readiness-related
exchangeable repair work that was not planned in the Spring 1998 workload
review. Consequently, the ALCs did not plan for the capability to deliver this
repair work in FY99. These unplanned workloads drove an additional $300M in
FY99 customer orders that were not in the FY00 President's Budget. As with
Desert Shield/Desert Storm deferred workload, the depots will work this backlog




off by increasing the overtime at OC-ALC, OO-ALC and WR-ALC to at least 12%,
and use on-call and temporary employees.

Workload transition: The period FY1999-2001 encompasses a major transition
of work from the closing ALCs (SA-ALC and SM-ALC) to the three remaining
ALCs. This transition involves the transfer of program management
responsibility in addition to the actual repair work. As the work is added to the
gaining centers, our objective is to expeditiously transfer, hire and train the
personnel required. In some cases, the ramp-up of production at the gaining
ALCs has been delayed by significant equipment, technical data, and hiring
problems. The ALCs are making significant progress in overcoming these
problems, but - in the interim - have experienced an increase in net available.

Il. Productivity

Workload transfers from the closing centers are having an expected - and
temporary - negative effect on productivity. There have been workload transfer
slippages, facility modifications, and personne! issues to work. Kosovo brought its own
set of challenges to productivity. The conflict necessitated a delay in the tear down of
SM-ALC shops and their transfer to OO-ALC to ensure readiness was maintained. The
centers addressed Kosovo workload requirements through increased overtime because
of the anticipated quick resolution of the conflict. Responding to additional readiness-
related exchangeables requirements in the same time frame added to the increased
workload. Because these were determined to be temporary workloads, the centers did
not initially bring on new hires to work the increased orders.

Changes from Previous Submission

Award of SA-ALC Propulsion Business Area (PBA) Workload: The final
major decision on allocation of workloads from the Air Force’s two closing depots was
made through a public-private competition for engine workloads transitioning from the
San Antonio ALC. The PBA contract award was made to the public bidder, OC-ALC, in
partnership with Lockheed Martin, in February 1999. The FY2000 President’s Budget
has the PBA in the contract program. The following workload adjustments are included
for this change:

Workload Commodity:
Organic Program Contract Program
F100 Engine T 56
F100 Modules TF 39

Fuel Accessories




Direct Production Hours:

FY0O0 FYO1
1,692,000 1,792,000

Phase Out of Job Routing: Within Air Force depots, "job routing" is the repair
of exchangeable items, outside of the supply system, as part of the process of repairing
the next higher assemblies. This process resulted in understating total repair costs and
in an increased potential for problems in the control of material. In FY2000, DMAG will
prototype the phase-out of job routing for selected engine components. In FY2001, the
phase-out will be extended to all engine components and selected other components.
Thereafter, job routing will only be accomplished on an exception basis. The transition
to non-job routing will improve control over material, promote single requirements
development, lead to better distribution decisions, shorten maintenance flow times, and
improve Air Force business processes by better allocating the total cost of doing
business to the activities receiving the support. Although non job routing will increase
DMAG'’s direct material expenses, it will correspondingly decrease material expenses to
non-DMAG activities. The estimated change to DMAG material expenses is:

FY00 FYO01
$48.9M $197.0M

FY2000 Net Operating Results (NOR): The FY2000 President's Budget
assumed significantly lower material expenses in both FY1999 and 2000 due to a
change in the method of calculating the portion of the MSD surcharge to pay for
replacement of parts that could no longer be repaired. During FY1999, the cost savings
did not decrease according to expectations, which resulted in higher material expenses
and unbudgeted operating losses.

Bridge Contracts: During the transition of workloads from the closing centers,
the gaining depots encountered significant challenges, including unserviceable support
equipment, insufficient technical data, constraints on hiring and training, and the need
for equipment calibration. The depots have responded with aggressive action to correct
the problems. In the interim, measures such as temporary “bridge contracts” and
contract augmentees have precluded shortfalls in the serviceable engines and spares
essential to Air Force readiness.




Changes in Cost of Operations
Air Force Working Capital Fund
FUND2 AF Depot Maintenance Activity Group 01PB
(Dollars in Millions) February 2000

FY99 TO FY00 FY00 TO FY01

Cost of Operations

Organic 3,322.840 3,064.675
Contract 1,783.731 1,941.208
TOTAL 5,106.571 5,005.883
ANNUALIZATION

Annualization of Clvilian Pay 16.195 21.073
Annualization of Military Pay 0.212 0.189
TOTAL ANNUALIZATION 16.407 21.262
PRICE CHANGES

Organic Civilian Pay Raises 38.533 20.023
Organic Military Pay Raises 0.590 0.195
Material Price Growth 0.082 67.601
Contractor Cost Growth 13.285 21.807
Contract Interservice Growth 1.718 6.271
Other Growth 4.480 5.048
TOTAL PRICE CHANGES 58.688 120.945
PRODUCTIVITY SAVINGS

Organic Labor Savings (65.750) (86.586)
Material Savings (14.838) (3.621)
Organic Other Savings (36.078) (17.381)
Contract Savings (19.718) (81.264)
TOTAL PRODUCTIVITY SAVINGS (136.384) (188.852)
PROGRAM CHANGES

Organic Labor Workload (19.613) (49.504)
Material Workload (71.192) 81.729
BOS (8.597) (6.140)
Contractor Changes 131.790 102.777
TOTAL PROGRAM CHANGES 32.388 128.862
OTHER CHANGES

Travel & Transportation 3.208 (0.445)
Organic Depreciation 6.190 4.619
Organic Facility Maintenance (6.166) (8.641)
Organic Utilities 1.251 (1.139)
Data Systems Development 13.669 (1.956)
Organic Other ADP 3.115 1.539
Organic Equip/Vehicle Rep & Maintenance (8.720) (2.010)
Miscellaneous (84.334) (7.535)
TOTAL OTHER CHANGES (71.787) (15.568)
TOTAL CHANGES (100.688) 66.649
Cost of Operations

Organic 3,064.675 3,112.600
Contract 1,941.208 1,959.932
TOTAL 5,005.883 5,072.532

RUN Date/Time: 02/15/2000 15:00:46 VERSION: Pentagon:SAF_FMBMR//FINAL




Sources of Revenue

Air Force Working Capital Fund

FUND11 AF Depot Maintenance Activity Group 01PB
(Dollars in Millions) February 2000
1999 2000 2001
1. DOD COMPONENTS
Alrcraft Procurement 265.702 189.540 136.570
Missile Procurement 6.385 0.170 0.170
Other Procurement 0.556 0.065 0.065
MAJCOM O&M 1,735.363 1,561.052 1,734.846
ANG O&M 337.150 480.646 449.669
AFRES O&M 219.058 267.638 281.293
RDTE 30.977 11.109 10.377
AF Supply Mgmt Act Group 2,513.253 2,151.260 2,280.214
Other AF Customers 43.043 0.000 0.000
Other 246.877 204.330 17.951
TOTAL 5,398.364 4,865.810 4,911.155
2. ORDERS FROM OTHER FUND
Army 32.759 0.780 0.934
Navy 98.370 68.169 54.300
Marine Corps 0.000 0.000 0.000
TRANSCOM 136.494 147.478 139.257
Other DOD Customers 21.276 0.215 0.359
TOTAL 288.899 216.642 194.850
3. TOTAL DOD ORDERS 5,687.263 5,082.452 5,106.005
4. OTHER ORDERS
Other Federal Funds 9.686 1.650 1.800
Trust Funds (Non-Federal) 0.000 0.000 0.000
FMS (Non-Federal) 85.015 45.013 43.605
Other Non-Federal Funds 0.496 0.682 0.608
TOTAL 95.197 47.345 46.013
5. TOTAL NEW ORDERS 5,782.460 5,129.797 5,152.018
6. CARRY IN ORDERS 2,251.180 2,818.386 2,774.441
7. TOTAL GROSS ORDERS 8,033.640 7,948.183 7,926.459
8. FUNDED CARRYOVER 2,818.386 2,774.441 2,873.220
9. TOTAL GROSS SALES 5,215.254 5,173.742 5,053.239

RUN Date/Time: 02/14/2000 09:01:58 VERSION: Pentagon:SAF_FMBMR//FINAL




Revenues and Expenses

Air Force Working Capital Fund

FUND14 AF Depot Maintenance Activity Group 01PB
(Dollars in Millions) February 2000
1999 2000 2001
Revenue:

Gross Sales 5,215.254 5,173.742 5,053.239
Operations 4,954.594 4,919.412 4,989.551
Capital Surcharge 0.000 0.000 0.000
Depreciation excl Maj Const 0.000 0.000 0.000
Major Construction Dep 25175 20.130 17.951
Cash Surcharge 13.783 50.000 45.737

Other Income 221.702 184.200 0.000

Refunds/Discounts (-) 0.000 0.000 0.000
Total Income: 5,215.254 5,173.742 5,053.239

Expenses:

Cost of Materiel Sold from Inv 0.000 0.000 0.000

Salaries and Wages:

Military Personnel Compensation & Benefits 18.256 12.185 12.234
Clvilian Personnel Compensation & Benefits 1,264.062 1,268.982 1,189.171
Voluntary Separation Prog. Incentive 1.250 2.500 0.000
Reduction in Force 0.000 0.000 0.000
Retirement Fund Offset - 15% 1.060 1.451 0.739
Retirement Fund Offset - $80 0.000 0.000 0.000

Travel & Transportation of Personnel 13.087 15.860 15.546

Materials & Supplies (For Internal Operations) 1,818.759 1,702.488 1,836.561

Equipment 0.000 0.000 0.000

Other Purchases from Revolving Funds 130.959 177.058 200.521

Transportation of Things 0.000 0.000 0.000

Depreciation - Capital 119.328 106.324 101.045

Printing and Reproduction 0.000 4.221 7.492

Advisory and Assistance Services 0.000 0.000 0.000

Rent, Communication, Utilities, & Misc Charges 43.517 44436 34.068

Other Purchased Services 1,696.293 1,670.378 1,675.155
Total Expenses 5,106.571 5,005.883 5,072.532

Work in Process, Beginning of Year 876.977 993.358 899.932
Work in Process, End of Year 993.358 899.932 934.821
Work in Process, Change 116.381 (93.426) 34.889
Operating Result 225.064 74.433 15.596

Less Capital Surchg Reservation 0.000 0.000 0.000

Plus Passthroughs or Other Approps (NOR) 0.000 0.000 0.000

Other Adjustments (NOR) (46.603) (101.300) (4.100)

Net Operating Result (Calculation) 178.461 (26.867) 11.496
Net Operating Result (1307 Report) 178.461 (26.867) 11.496

Prior Year Adjustments 27.527 (29.200) 0.000

Other Changes (AOR) 0.000 0.000 0.000

Prior Year AOR (228.881) (5.552) (10.319)

Accumulated Operating Result (22.893) (61.619) 1477

Non-Recoverable Adjustment (AOR) (17.341) (51.300) 41.637

Accumulated Operating Result for Bdgt Purposes (5.552) (10.319) (40.460)

RUN Date/Time: 02/14/2000 09:04:23 VERSION: Pentagon:SAF_FMBMR//FINAL




Materiel Inventory Data
Air Force Working Capital Fund

RUN Date/Time: 02/14/2000 09:04:58 VERSION: Pentagon:SAF_FMBMR/FINAL

FUND16 AF Depot Maintenance Activity Group 01PB
(Dollars in Millions) February 2000
1999 2000 2001
1. Materiel Inventory BOP 184.094 227.279 227.535
2. A. BOP Reclassification Changes 0.000 0.000 0.000
B. Adjust To Standard Price 0.000 0.000 0.000
3. A. Price Changes 0.000 0.000 0.000
B. Inventory Reclass & Repriced 184.094 227.279 227.535
4. Receipts From Commercial Sources 345.859 314.125 270.388
5. Negotiated Purchases From Customers 0.000 0.000 0.000
6. Gross Sales 302.674 313.869 256.326
7. Inventory Adjustments
A. Capitalizations (Net)(+/-) 0.000 0.000 0.000
B. Returns To suppliers (-) 0.000 0.000 0.000
C. Transfer To Prop Disposal (-) 0.000 0.000 0.000
D. Issues/Receipts W/O Reimbrsmnt (+/-) 0.000 0.000 0.000
E. Customer Returns W/O Credit(+) 0.000 0.000 0.000
F. DLR Retrograde (+) 0.000 0.000 0.000
G. Other Inventory Adjustments
1. Other-Destructions (-) 0.000 0.000 0.000
2. Other-Discounts on Returns 0.000 0.000 0.000
3. Other-Trade Ins (-) 0.000 0.000 0.000
4, Other-Loss From Disaster (-) 0.000 0.000 0.000
5. Other-Assembly/Disassembly (+/-) 0.000 0.000 0.000
6. Other-Physical Inventory Adj (+/-) 0.000 0.000 0.000
7. Other-Accounting Adjustments (+/-) 0.000 0.000 0.000
8. Other-Shipment Discrepencies (+/-) 0.000 0.000 0.000
9. Other-Other Gains/Losses (+/-) 0.000 0.000 0.000
10. Other-Strata Transfers (+/-) 0.000 0.000 0.000
11. Other-Strata Transers in Transit 0.000 0.000 0.000
12. Other-Total 0.000 0.000 0.000
H. Adjustments to Revised Valuation 0.000 0.000 0.000
I. Total Adjustments 0.000 0.000 0.000
8. Inventory-End of Period 227.279 227.535 241.597
A. Economic Retention (Memo) 0.000 0.000 0.000
B. Policy Retention (Memo) 0.000 0.000 0.000
C. Potential Excess (Memo) 0.000 0.000 0.000
D. Other (Memo) 0.000 0.000 0.000
9. Inventory On Order (EOP) 0.000 0.000 0.000




Air Force Working Capital Funds
FY 2001 Budget Estimate
Information Services Activity Group

The Information Services Activity Group was established, effective 1 October
1995 (FY96), under the authority of Section 2208 of Title 10, United States Code.
Operations of the group are conducted in accordance with applicable Department of
Defense (DoD) policies and regulations.

Functional Description

There are two Air Force activities acting as one Central Design Activity (CDA)
under the command of the HQ Air Force Materiel Command, Wright-Patterson Air Force
Base (AFB), Ohio through Electronic Systems Command (ESC) at Hanscom AFB, MA.
The two activities are the Materiel Systems Group (MSG) located at Wright-Patterson
AFB, OH and the Standard Systems Group (SSG) located at Maxwell AFB — Gunter
Annex, AL.

The ISAG is authorized and provides, through the CDAs, the following
information services activities: (1 Development and operational sustainment of
automated information and communications systems on existing hardware and software
platforms for Air Force Materiel Command level logistics support systems and Air Force
base level standard support systems. This includes a 24-hour by 7-day field user help
desk for field users to call for hardware and software systems support; (2 Automated
information and communications systems requirements analysis, system design,
development, testing, integration, implementation support, and documentation services
on mainframe, mid-tier and personal computer hardware/software platforms for Air
Force and DoD customers using the Software Engineering Institute Capability Maturity
Model processes; (3 And other authorized information system services or products
through the acquisition and operation of the Commercial Information Technology
Product Area Directorate (CITPAD) commodity contracts for the Department of the Air
Force and other agencies of the DoD. The CITPAD portion of the ISAG is operated
through the collection of a surcharge on the orders submitted by the users of the
contracts or blanket purchase authority. This service provides the customers with the
opportunity to stay abreast of the latest information technology for personal computers
and network hardware and services. While our primary mission of providing CDA
services is based on service level agreements (SLAs) with known customers and on the
sale of direct billable hours, the CITPAD business area provides goods and services
(e.g., personal computers, local area network hardware and services including
installations worldwide) to many thousands of individual customers across the Air Force
and DoD. The nature of this business cannot be supported by SLAs and the recovery
of costs through the sale of direct billable hours. Instead, the surcharge rate is
established by dividing total CITPAD program office expenses (the cost of managing the




programs and administering the contracts) by anticipated sales off the contracts. Prior
year profits and losses are also incorporated as adjustments to the surcharge rate to
obtain the ISAG goal of zero AOR.

The Group may furnish these products or services to agencies of other
departments or instrumentalities of the U.S. Government and to private parties and
other agencies, as authorized by law. The services are authorized to be provided by
organic or contract sources.

HQ Management

HQ management costs in FY99 and out provides for employees who directly
support the ISAG management and their associated travel and supplies. It also includes
the Air Force Materiel Command Enterprise Intranet, Oracle software licenses and
ABACUS database expenses.

Performance Indicators

The ISAG manages to both financial and non-financial performance indicators.
The financial indicators are revenue, cost of goods sold, net operating result,
collections, disbursements, and change in cash. The Industrial Fund Accounting
Systems is the source of the monthly data points collected for each indicator and
measurement. The actual data is compared to the annual operating budget plan. An
explanation of the variances (plus/minus) and a get-well date is provided on a monthly
basis to the ISAG Chief Operating Officer (COO) (HQ AFMC/DR) and the ISAG Chief
Financial Officer (CFO) (HQ AFMC/FM). The financial performance indicators are
reported to SAF/FM and AF/SC/IL on a quarterly basis. The non-financial indictors are
the number of releases scheduled/made, the number of category one and two
deficiency reports open/closed, earned value measurement of programs/projects (all to
be reported by EQY FY99) and the Year 2000 status against the OSD Year 2000
schedule.

Productivity

Earned Value Management is a SAF/AQ initiative. It is a management technique
that relates resource planning to schedule, technical cost, and scheduled requirements.
All work is planned, budgeted, and scheduled in time-phased “planned value”
increments constituting a cost and schedule measurement baseline. Once established,
CDA management and ISAG customers will have visibility of cost variances, the
difference between the planned and actual costs for a given task performed; and the
schedule variances, a dollarized representation of schedule status. This will indicate
whether budgeted work is being accomplished as planned. This visibility allows
managers to focus their attention where corrective actions are required.



Financial

This budget is structured to separate rate-based expenses (organic exhibits)
from the cost reimbursable expenses (contract exhibits) so that an accurate rate is
developed per direct labor hour. Cost reimbursable expenses include contract costs that
are charged dollar for dollar to the customer. Cost reimbursable expenses also include
CITPAD expenses to administer the CITPAD program. The CITPAD expenses are
recovered based on a percent of the sale price.

Financial Highlights

Customer Orders
(% in Millions)
FY99 FY00 FYO01
Organic $122.1 $114.7 $145.4
Contract 329.9 401.6 392.7
Total $451.0 $516.3 $538.1
Revenue and Expenses
($ in Millions)
FY99 FY00 FYO01
Revenue $451.0 $516.3 $538.1
Cost of Goods Sold 453.0 527.5 537.3
Net Operating Results (1.0) (11.1) (0.8)
Total Other Adjust 10.7
Accumulated Operating Result 1.9 0.8 0.0
Stabilized Sales Rates and Prices
FY99 FY00 FYO01
Organic Composite Sales Rate  $62.42 $57.52 $60.90
Rate Change +12% 4% -5.9%

CITPAD Surcharge 1.06% 1.74% 1.54%




The following list depicts the changes from the FY0O0 organic composite rate to the
FY01 composite rate.

FY00 Composite Sales Rate  $57.52

Standard OSD Inflation 1.79

Civ Pay Error 2.82
Subtotal 4.61

Overhead Savings (1.23)
Total Change $3.38

FY01 Composite Sales Rate  $60.90

Other Highlights

FY99 FY00 FYO01
Direct Labor Hours 2.027 1.988 2.388
(Hours in Millions)
Manpower Resources
Civilian Endstrength 906 974 1,070
Civilian Workyears (w/o OT) 907 931 1,044
Military Endstrength 802 972 1,151
Capital Budget $5.7 $6.6 $6.6

Changes from Previous Submission

O&M Programs Added in FY01: In December 1994, PBD 433 established the
Material Systems Group (MSG) and the Standard Systems Group (SSG). After this
time, several communications programs were transferred for management from the 3gth
Engineering Installation Wing to the SSG (Air Force Network Operations Center, Air
Force Systems Network, Air Force Terminal Instrument Procedures, Defense IEMATS
Replacement Command and Control Terminal, Facility Circuit Information, Improved
Emergency Message Automatic Transmission System, Transmission Monitoring and
control and Weather Intercept Control Unit-Replacement). These programs were
originally omitted because they did not meet the criteria for inclusion in the AFWCF. In
addition, the Defense Message System program was also originally exempted from
capitalization as a command and control program. With the identification of customers,
these O&M programs have been moved into the AFWCF. This budget submission
recognizes the transfer of funding into ISAG customer accounts and the manpower
transferred to ISAG. These programs are part of the rate-based portion in FY01.




Civilian Pay Calculation Errors: Civilian pay was miscalculated during the FY
2000 rate build. This miscalculation was due to 1) use of incorrect fringe benefit factors
and 2) actual average civilian pay being more than budgeted,. Fringe benefit factors
should have been 7-9 percent higher than what was used to build the FY 2000 rates.
The average civilian pay was greater than anticipated due to hiring personnel within
DoD at higher grades instead of new hires at entry-level grades.

Unplanned Workload: The FY 2000/2001 President’s Budget projected a
migration of organic workload to contract workload for the development of modernized
systems to replace existing systems. Planned migration did not occur as customers
chose to make incremental improvements and not contract for new systems.
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Changes in Cost of Operations
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FY99 TO FY00 FY00 TO FY01

COST OF OPERATIONS

PRICE CHANGES
Military Pay

Civilian Pay

Supply Price Growth
Contractor Cost

Other

TOTAL PRICE CHANGES

PRODUCTIVITY CHANGES
Clvilian Labor

Military Labor

Supply Savings

Travel Cost Savings

Contract Cost Savings

Other

TOTAL PRODUCTIVITY CHANGES

PROGRAM CHANGES

BOS

Other

TOTAL PROGRAM CHANGES
OTHER CHANGES

COST OF OPERATIONS

452.967 527.471
1.752 1.252
2.668 2.843
0.384 0.179
4.611 8.078
0.249 1124
9.664 13.476
0.000 0.000
0.000 0.000
0.000 0.000
0.000 0.000
0.000 0.000
0.000 0.000
0.000 0.000
0.750 1.263

64.093 (4.948)
64.843 (3.685)
(0.003) (0.002)

527.471 537.260

RUN Date/Time: 02/14/2000 08:46:03 VERSION: Pentagon:saf_fmbmr//FINAL




FUND11

(Dollars in Millions)

Sources of Revenue
Air Force Working Capital Fund
AF Information Services Activity Group

1999 2000 2001
1. DOD COMPONENTS
Aircraft Procurement 0.000 0.000 0.000
Missile Procurement 0.000 0.000 0.000
Other Procurement 16.618 21.085 38.465
MAJCOM O&M 214.227 140.945 181.844
ANG O&M 0.427 0.000 0.000
AFRES O&M 0.015 0.000 0.000
RDTE 59.325 55.420 56.939
AMC 0.000 0.000 0.000
Other AF Customers 22.938 93.587 97.101
TOTAL 313.550 311.037 374.349
2. ORDERS FROM OTHER FUND
AF Supply Mgmt Act Group 139.266 118.249 99.226
AF Depot Maint Act Group 42.819 28.782 25.895
Army 0.600 0.212 0.331
Navy 0.030 0.142 0.252
Marine Corps 0.000 0.000 0.000
TRANSCOM 0.000 0.000 0.000
Other DOD Customers 37.516 23.927 24.439
TOTAL 220.231 171.312 150.143
3. TOTAL DOD ORDERS 533.781 482.349 524.492
4. OTHER ORDERS
Other Federal Funds 0.874 0.493 0.848
Trust Funds (Non-Federal) 0.000 0.000 0.000
FMS (Non-Federal) 0.000 0.000 0.000
Other Non-Federal Funds 0.000 0.000 0.000
TOTAL 0.874 0.493 0.848
5. TOTAL NEW ORDERS 534.655 482.842 525.340
6. CARRY IN ORDERS 88.737 171.421 136.736
7. TOTAL GROSS ORDERS 623.392 654.263 662.076
8. FUNDED CARRYOVER 171.421 137.928 123.980
9. TOTAL GROSS SALES 451.971 516.335 538.096

RUN Date/Time: 02/14/2000 08:46:21

VERSION: Pentagon:saf_fmbmr//FINAL

01 PB
February 2000




FUND14
(Dollars in Millions)

Revenues and Expenses
Air Force Working Capital Fund
AF Information Services Activity Group

TOTAL 1999 2000 2001
Revenue:

Gross Sales 451.971 516.335 538.096
Operations 451.971 516.335 538.096
Capital Surcharge 0.000 0.000 0.000
Depreciation exc Maj Const 0.000 0.000 0.000
Major Construction Dep 0.000 0.000 0.000

Other Income 0.000 0.000 0.000

Refunds/Discounts (-} 0.000 0.000 0.000
Total Income: 451,971 516.335 538.096

Expenses:

Cost of Materiel Sold from Inv 0.000 0.000 0.000

Salaries and Wages:

Military Personnel Compensation & Benefits 41.006 30.373 37.013
Civilian Personnel Compensation & Benefits 62.380 70.702 80.401

Travel & Transportation of Personnel 4111 5.896 9.607

Materials & Supplies (For internal Operations) 2.155 3.815 4.051

Equipment 23.468 4.352 4.745

Other Purchases from Revolving Funds 0.000 0.000 0.000

Transportation of Things 0.016 0.016 0.014

Depreciation - Capital 2.303 3.803 5.002

Printing and Reproduction 0.009 0.028 0.034

Advisory and Assistance Services 0.000 0.000 0.000

Rent, Communication, Utilities, & Misc. Charges 0.296 0.594 0.601

Other Purchased Services 317.223 407.892 395.792
Total Expenses 452.967 527.471 537.260

Work in Process, Beginning of Year 0.000 0.000 0.000
Work in Process, End of Year 0.000 0.000 0.000
Work in Process, Change 0.000 0.000 0.000
Operating Result (0.996) (11.136) 0.836

Less Capital Surcharge Reservation 0.000 0.000 0.000

Plus Passthroughs or Other Approps (NOR) 0.000 0.000 0.000

Other Adjustments (NOR) 0.000 0.000 0.000

Net Operating Result (Calculation) (0.996) (11.136) 0.836
Net Operating Result (1307 Report) (0.996) (11.136) 0.836

Prior Year Adjustments (1.080) 0.000 0.000

Other Changes (AOR) 0.331 8.835 (0.772)

Prior Year AOR 3.982 2237 (0.064)

Accumulated Operating Result 2.237 (0.064) 0.000

Non-Recoverable Adjustment (AOR) 0.000 0.000 0.000

Accumulated Operating Result for Bdgt Purpose 2.237 (0.064) 0.000

RUN Date/Time: 02/14/2000 08:46:28 VERSION: Pentagon:saf_fmbmr//FINAL
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TRANSPORTATION WORKING CAPITAL FUND
FY 2001 Budget Estimate
UNITED STATES TRANSPORTATION COMMAND

BACKGROUND

This President's Budget (PB) submission provides justification for the United
States Transportation Command (USTRANSCOM) Transportation Working Capital
Fund (TWCF) for common-user transportation services. Common-user transportation is
defined as Department of Defense (DoD) transportation and transportation services
provided on a common basis for DoD agencies and authorized non-DoD customers.
Common-user assets are under the combatant command (command authority) of
USCINCTRANS, excluding Service-unique or theater-assigned transportation assets.
USTRANSCOM is the single DoD manager for the Defense Transportation System
(DTS) in peace and war. USTRANSCOM's budget is submitted as a discrete subset of
the Air Force Working Capital Fund budget submission. This budget reflects the
expense authority needed to meet peacetime operations and the surge/readiness
requirements to support the National Military Strategy today and into the twenty-first
century. Capital funding is requested to pursue continuous process improvement, and
modernization.

COMPOSITION OF COMPONENT BUSINESS AREA

The mission of USTRANSCOM is to provide air, land, and sea transportation for
the DoD, both in time of peace and war. USTRANSCOM is a Joint team of
transportation components, which operate intermodally to provide a seamless peace-to-
war transition. As a unified command, USTRANSCOM exercises combatant command
and peacetime management over the common-user aspects of the global mobility
network, and executes this responsibility via its Transportation Component Commands
(TCCs)--the Air Mobility Command (AMC), the Military Sealift Command (MSC), the
Military Traffic Management Command (MTMC). USTRANSCOM ensures this network
is capable of rapidly transitioning from peacetime to contingency and wartime
operations as required by the National Command Authorities--a readiness
demonstrated on a daily basis, as USTRANSCOM forces operate worldwide in direct
support of U.S. humanitarian and military operations. The following describes the TCCs
roles:

AMC, DoD's single operating agency for airlift services, maintains a worldwide
airlift system in a constant state of readiness. Accomplishment of this mission directly
affects the readiness and sustainability of deployed forces throughout the world as well
as the nation's ability to move CONUS based forces quickly. The logistics capability
provided by our readiness training program using the Department's aircraft, as well as
augmentation from the commercial Civil Reserve Air Fleet carriers, is used to satisfy




airlift requirements. AMC also manages service-unique airlift assets for the Department
of the Air Force.

DCS is a joint agency assigned to USTRANSCOM'’s airlift component. Defense
Courier Service (DCS) maintains a global network of courier stations and is tasked as
the DoD agent for secure custody/rapid transfer of highly classified/sensitive national
security materials.

MSC, the single operating agency for sealift services, provides sealift support for
the Department for both emergent and peacetime requirements. MSC supports four of
the Command's major programs—Chartered Cargo, Petroleum Tankerships (POL),
Strategic Surge (Large Medium Speed Roll-on/Roll-off (LMSR) vessels and Fast Sealift
Ships (FSS)), and the Non-Navy Afloat Prepositioning Force (APF-T). The majority of
sealift capability is obtained through MSC controlled contracted vessels or operating
contracts. With the establishment of the Joint Traffic Management Office (JTMO) in
FY99 the MSC Cargo Container program was realigned to MTMC as part of Liner
Ocean Transportation. MSC also manages Service-unique sealift assets for the
Department of the Navy.

MTMC provides services as the single defense manager for traffic management,
land transportation, common-user ocean terminals, and intermodal container
management during peacetime and war. As common-user transportation manager,
MTMC manages freight movement, personal property shipment, and passenger traffic
worldwide. As a transportation operator, MTMC operates and manages common-user
water terminals throughout the world and monitors movements through all terminals.
With the establishment of the Joint Traffic Management Office (JTMO) in FY99, MTMC
assumed responsibility for intermodal surface transportation referred to in this budget as
Liner Ocean Transportation (formerly MSC Cargo Container program). MTMC also
manages Service-unique assets for the Department of the Army.

USTRANSCOM'’s ability to support the warfighting CINCs worldwide is directly
tied to its centralized headquarters and three TCCs. The TCCs provide the lines of
communication to the Services, ensuring assets are available when needed for a
seamless transition from peace to war. Our ability to execute our responsibilities under
the National Military Strategy resides in the core competencies of our TCCs. Our
successes result from the synergy of military and commercial lift (air, land, and sea), air
refueling, port operations, and afloat prepositioning--all involving our TCCs. The TCCs
also provide the critical linkage to the Services’ core competencies in organizing,
training, and equipping forces. We are inextricably linked to Service training, operations
tempo (OPTEMPO), personnel tempo (PERSTEMPO), maintenance, acquisition,
logistics, and support policies and procedures--all key enablers in providing ready
forces and capabilities.

USTRANSCOM'’s goal is to effectively and efficiently direct the mix of the above
transportation functions in order to meet Defense transportation requirements. The
establishment of the Joint Mobility Control Group (JMCG) at USTRANSCOM will enable




us to centralize visibility of all transportation requirements within the DTS. The JMCG
structure will exercise command and control over the entire DTS and ensure all assets
are used in the most efficient manner possible. This will allow us to make the best use
of our training opportunities while meeting the customer’s requirements. The air portion
of the JMCG is being staffed via billet transfers from within United States Transportation
Command and its Components. The surface modes are scheduled for integration into
the JMCG during FY99 and FYO0O.

BUDGET HIGHLIGHTS

One of DoD’s highest priority goals is to maintain a robust and responsive
national DTS as a critical element of America's national security strategy of rapid power
projection of a CONUS-based force. USTRANSCOM's ability to move sufficient
numbers of U.S. forces and equipment enables us to defend vital national interests
anywhere in the world at a moment'’s notice. A strong defense transportation capability
gives credence to our alliance commitments by delivering economic and security
assistance and when needed--military forces. The DTS--a partnership of military and
commercial assets--enables us to accomplish these actions. The following budget
highlight sections discuss our various initiatives and budget changes.

ECONOMIES AND EFFICIENCIES

From FY94 to FY01, USTRANSCOM and Service productivity initiatives/cost
avoidances and organizational streamlining efforts have resulted in savings of over
$830 million. The following narrative outlines our FY94 - FY01 initiatives. As a unified
Command, USTRANSCOM does not have the authority to direct organizational change
within the Transportation Component Commands (TCCs)--that is a Service authority
granted under the Title 10 responsibility to organize, train, and equip the TCCs. Over
the past decade the Services have downsized the TCCs commensurate with overall
DoD plans. In cooperation with the Services, USTRANSCOM has made significant
progress in completing significant TCC streamlining. Our streamlining plan is an
important step toward achieving a leaner, more efficient DTS, while preserving our war
fighting capability.

Cost Avoidance/Productivity Initiatives

This effort is integrated with the DoD budget process; therefore, we have
documented over $690 million in cost avoidances/ productivity initiatives in our budget
from FY94 to FY01. Over 80 percent of USTRANSCOM's cost base is directly
associated with contracts and materials to meet customer requirements. Our dominant
costs, such as fuel, aviation/ship maintenance, spare parts, and commercial
aircraft/sealift contracts, are directly related to providing DoD required strategic lift.
Recognizing the impact of these costs on our rates, USCINCTRANS initiated a




management improvement effort to identify and attack these most significant cost
drivers.

AMG: Cumulative projected productivity savings through FY01 are over $500M.
Previously identified savings associated with infrastructure reductions are being
executed: Norton Base closure, flying hour reductions, deferring civilian personnel hiring
actions to reduce FTE utilization, improved utilization rate for Atlantic and Pacific
express services, channel PAX frequency, AVFUEL oversight, preserving three level
maintenance at Dover AFB while restoring three level maintenance at Travis AFB for C-
5 engines, and added revenue from manifest recoveries. Additionally, we have
increased the AVFUEL Oversight program to include decreased engine run times and
earlier shut down of engines to save fuel dollars. We have increased the use of
commercial wide body aircraft in the channel passenger business drove a cost
avoidance in FY99.

MSC: MSC's budget reflects cumulative productivity savings of over $161 million
through FY01. MSC initiated a program to shorten the period of ship testing, minimizing
the time required to place new ships in service (and allowing temporary charter ships to
be returned sooner). Helicopter deck maintenance on Fast Sealift Ships (FSS) were
shifted from military to commercial specifications. Other savings have been realized
from renegotiated container agreements, the hull/propeller-polishing program,
installation of new burner flanges on FSSs to reduce fuel consumption, performing FSS
maintenance at layberth vice in the shipyard, and reduction of FSS maintenance
frequency.

MTMC: Cumulative projected productivity savings through FY01 are over $27
million. MTMC reduced facility and equipment maintenance infrastructure costs in the
budget resulting from BRAC actions. Also, much of the savings resulting from MTMC
management actions do not accrue in the WCF, but are realized directly by the O&M
Installation Transportation Office (ITO)/Traffic Management Office (TMO) customer.

Streamlining Initiatives: Our streamlining efforts are expected to exceed $146
million in savings from FY96 through FY01. In addition to the cost
avoidance/productivity initiatives identified above, USTRANSCOM embarked on an
effort to streamline organizational infrastructure, while ensuring that the crucial
warfighting capabilities within our Service component structure are retained.

USTRANSCOM reviewed MTMC and MSC permanent port presence
requirements and worked with the Services to reduce the size of our worldwide port
structure where prudent. We are refining our concept of single port manager into
customer support teams that will deploy in temporary duty status vice permanent
presence to establish DTS port operations where required. We have worked closely
with the Army to use the Base Realignment and Closure (BRAC) closures of the ocean
terminals in Bayonne and Oakland as a springboard to achieve significant
organizational delayering. As a result, MTMC'’s two area commands have been
consolidated to establish the Deployment Support Command in Newport News, VA.




The establishment of the Joint Mobility Control Group (JMCG) at USTRANSCOM
headquarters reduces duplication within the command by consolidating requirements
management for the entire DTS within one organization. This is one of the cornerstones of
the USTRANSCOM strategic plan, and we expect that the JMCG structure will continue to
maximize our resources and assets by improving utilization of the DTS and leveraging our
training opportunities. Put in the simplest terms, the JMCG will continue to optimize aircraft
and ship utilization to meet customer requirements and exploit unique crew training
opportunities; whereas in the past, fragmented processes often meant that additional ships or
aircraft were assigned. This will be a force multiplier in the event of a major regional conflict,
because the JMCG will continue to have the command and control tools to maximize
management of the movement of people and materiel. Additionally, we have moved forward
in improving our processes and reducing functional overlap with the stand-up of the Joint
Traffic Management Office (JTMO). In FY99 cost avoidances from JTMO were over $88
million. JTMO combines the surface intermodal functions of MSC and MTMC and centralizes
the traffic management of intermodal containerized cargo and passenger requirements
execution.

In summary, USTRANSCOM has adopted a pragmatic approach to eliminating
organizational redundancy--an approach designed to optimize efficiency, effectiveness,
and customer support without damaging our core competencies and readiness posture.
We are attacking inefficiencies in the DTS while relying on the Services to carry out their
critically important organize, train, and equip responsibilities that enable
USTRANSCOM to focus on its management and operational responsibilities.

SUMMARY TABLE | (COST)

COST FY99 FY00 FY01
AMC 2,887.5 2,681.5 2,947.1
DCS 20.0 21.4 21.6
MSC 629.5 584.3 638.8
MTMC 912.0 877.0 896.0
TOTAL 4,449.0 *4,172.2 4,503.5

* FY0O0 cost does not add due to expected $8 million MRM #15 reimbursable funding.
Cost Changes: FY99 -FY00

AMC costs decrease by $206 million from FY99 to FY00. Standard inflation and
Working Capital Fund pricing (e.g. Depot, Supply, DLA) accounts for $110 million
decrease in cost. Key pricing drivers are fuel, Depot Level Reparables, and aircraft
depot maintenance. Program decreases of $251 million are due to commercial
augmentation and military augmentation to support unplanned contingency workload in
FY99, such as Kosovo. Various other cost decreases are attributed to decreased depot



maintenance and flying hour costs related to the retirement of the C-141 fleet along with
less airframe depot maintenance for the C-5. Offsetting cost increases of $156.2 million
primarily result from increased contract costs for C-17 engine repair as well as flying
hour cost associated with the delivery of additional C-17s, aerial port contracts, and
ADPE Maintenance. Additionally, the Air Force Material Command transferred the cost
of C-5/C-141 Technical Order re-write for aircraft operations and maintenance to AMC.

DCS costs increase $1 million from FY99 to FY0O as a result of inflation and
increased transportation costs.

MSC costs decrease by $45 million from FY99 to FY00. FY99 cost included $72
million for cargo and petroleum ship charters to support Kosovo operations. This
decrease is offset by a $13 million cost increase in the Afloat Prepositioning program
and a $14 million cost increase in the Surge program due to the delivery of additional
LMSR vessels.

MTMC costs decrease by $35 million from FY99 to FY00. The decrease is
attributed to $32 million in reduced Liner Ocean Transportation contracts due to
workload changes. Global POV contract costs decreased $7 million due to a shift to
less expensive partial service moves. Stevedore contract costs were also reduced by
$20 million. Offsetting increases of $11 million is due to standard inflation/pricing
adjustments, depreciation, and miscellaneous operating expenses.

Cost Changes: FY00 - FY01

AMC: FYO01 costs are $266 million greater than FY00. Standard inflation and
Working Capital Fund pricing accounts for a $287 million increase in cost (primary driver
is 63 percent growth in fuel costs). Various other factors, both increases and
decreases, account for the offsetting decrease of $21 million. Significant cost
decreases of $81 million include decreased depot maintenance and flying hour costs
associated with retirement of the C-141 fleet. Also, commercial augmentation
purchased in support of JCS exercise was decreased based on Defense Planning
Guidance to reduce CJCS exercise man-days by 30 percent between FY96 and FYO1.
Cost increases of $60 million are primarily the result of engine repair and flying hour
costs associated with the increasing number of C-17’s in the operational fleet.

DCS: Costs increase slightly due to inflation and pay raises.

MSC: Costs increase $54 million from FY0O0 to FY01. Inflation and fuel price
increases account for $30 million of the increase. FY01 Afloat Prepositioning costs
increase $7 million due to additional LMSRs being delivered and full year operation of
ships delivered in FY00. FY01 Surge costs increase $14 million due to the delivery of
additional LMSRs. FY01 POL Tankership costs increase $3 million as a result of
increased ship maintenance.




MTMC: Costs increase by $19 million from FY00 to FY01. $26 million is a result
of inflation/pricing adjustments. Other cost increases are primarily a result of
depreciation and miscellaneous cost increases. Offsetting decreases of $14 million
include such items as the Headquarters MTMC move from the Nassif building to the
Hoffman building in Alexandria, VA (one time requirement in FY00), streamlining
savings and productivity, and House Hold Goods Reengineering audit (FY99 and FY00
requirement only).

SUMMARY TABLE Il (REVENUE)

REVENUE FY99 FY0O0 FY01

AMC 2,919.2 2,672.5 2,978.2
DCS 30.1 20.9 18.2
MSC 615.3 615.1 632.6
MTMC 833.2 887.3 911.9
TOTAL 4,397.8 4,203.8 4,540.9

REVENUE: Revenue is driven by cost and by the recoupment and/or payback of
Accumulated Operating Results (AOR). Therefore, year-to-year revenue deltas in Table
Il above are driven by cost changes discussed previously. Revenue is not equal to
costs in cases where rates are set to pay back gains and/or recover losses from our
customers. AMC channel passenger and cargo rates are adjusted to stay competitive
with the commercial sector; therefore, we also receive additional revenue provided by
the Air Force to cover costs not billed in the rates and to achieve a zero AOR. Financial
results are discussed under Table IlI.

SUMMARY TABLE lll (AOR/NOR)

AOR/NOR FY99 | FYoo | FYot

BEGINNING AOR 2197 | 1685| (23.9)
OPERATING RESULT (51.2) 31.6 37.4
OTHER ADJUSTMENTS 00| (224.0)| (13.5)
NOR (51.2) | (192.4) 23.9
ENDING AOR 1685 | (23.9) 0.0




AOR/NOR

FY99 NOR: USTRANSCOM experienced FY99 actual Net Operating Results
(NOR) of ($51) million compared to the FY99 column of the FY99 PB estimate of ($64)
million — a favorable variance of $13 million.

AMC: FY99 NOR was estimated at $45 million in the FY00 PB, compared to
FY99 actuals of $32 million, a decrease of $13 million. AMC NOR reductions of $188
million resulted from decreases in channel cargo workload and revenue as well as
increased C-5 maintenance costs. Offsetting NOR increases of $175 million were
caused by contingency driven over-fly, decreased costs for C-17 contracted engine
repair, improved commercial aircraft mix, and various other revenue and cost changes.

MSC: FY99 NOR was estimated at ($44) million in the FY00 PB. Actual FY99 NOR
was ($14) million—an improvement of $30 million. POL Tankerships NOR improved $11
million due to the hiring of smaller tankers for Kosovo. Chartered Cargo NOR improved $6
million due to lower commercial charter contract costs. Surge NOR improved $6 million due
to changes in mix of new construction and conversion LMSRs and increased full operating
status (FOS) days. Afloat Prepositioning NOR improved by $7 million due to late deliveries
of LMSRs.

MTMC: FY99 NOR was estimated at ($71) million in the FY00 PB. The current FY99
estimate is ($79) million, which is a decrease of $8 million. Global POV NOR decreased $8M
due to revised workload and cost estimates.

FY00 NOR: FYO0O0 NOR was estimated at $68.7 million in the FY00 PB. The
current FYOO estimate is $31.6 million—a decrease of $37.1 million.

AMC: FY00 NOR was estimated at $9 million in the FY00 PB. The current FY00
estimate is negative $9 million--a decrease of $18 million. Increased DLR and Depot
Maintenance costs decreased NOR $67 million. Offsetting NOR increases of $49
million are primarily due to an improved commercial aircraft mix, workload changes, and
reduction in C-17 contracted engine repair costs.

MSC: FY00 NOR was estimated at $38 million in the FY00 PB. Current FY00
NOR is $31 million—a decrease of $7 million. Afloat Prepositioning NOR decreased by
$4 million due to changes in LMSR deliveries and maintenance schedules. POL
Tankership NOR decreased by $3 million due to reduced workload where rates were
set higher than cost.

MTMC: FY00 NOR was estimated at $22 million in the FY00 PB. The current
FYO0O estimate is $10 million, which is a decrease of $12 million. Recovery of the FY00
DeCA rebates decreased NOR by $34 million. NOR decreased by $6 million due to
revised Global POV revenue and cost estimates. Increased Cargo Operations workload
improved NOR by $17 million. Decreased Stevedore costs improved NOR by $7
million. Other revenue and expense changes increased NOR by $4 million.




UNIT COST

AMC UNIT COST FY99 FY0O FYO1

Training Flying Hours C-5 18,569 16,033 18,578
Training Flying Hours C-17 7,648 7,255 8,680
Training Flying Hours C-141 7,457 7,422 9,049
Channel Passenger Miles 110,133 117,175 118,936
Channel Cargo Ton Miles 658,424 710,101 789,879
SAAM/JCS Ton Miles 622,267 615,265 685,631

AMC Unit Cost:

Channel Cargo and Special Assignment Airlift Mission/Exercise unit costs are
computed based on cost per million ton-mile. Channel Passenger unit costs are computed
based on cost per passenger mile. C-5, C-17, and C-141 Training unit costs are computed
based on cost per flying hour.

C-5 Flying Hour unit cost decreases in FY0O primarily due to reduced
requirements for airframe depot maintenance and WCF price reductions for fuel, depot
maintenance and Depot Level Reparable (DLR). FYO01 unit cost increases primarily due
to fuel, depot maintenance, and DLR price increases.

C-17 Flying Hour unit cost decreases in FY0O primarily due to WCF price
reductions for fuel. FYO01 unit cost increases primarily due to fuel and DLR price
increases.

C-141 Flying Hour unit cost remains steady in FY00. Impact of WCF price
decreases was offset as a result of spreading costs over fewer flying hours as the C-141
retires. FYO1 unit cost increases primarily due to WCF price increases for fuel, depot
maintenance and DLRs.

Channel Passenger unit cost increases in FY0O as a result of higher
commercial augmentation prices, other inflation/pricing and increased costs for terminal
operations and security. FY01 stays relatively constant; the minor increase is a result of
inflation.

Channel Cargo unit cost increases due to more expensive aircraft mix and workload
decrease. FY01 unit cost increases primarily due to price increases for fuel, depot
maintenance and DLRs.

SAAM/JCS Exercise unit cost decreases slightly due to WCF price reductions
for fuel, DLRs and Depot Maintenance which was partially offset by decreased workload
due to contingencies in FY99. FYO01 unit cost increases primarily due to fuel, depot
maintenance, and DLR price increases.




MSC UNIT COST FY99 FY00 FY01
Chartered Cargo (Bbulk) Measurement Ton Miles 47,869 44,245 | 43,284
Petroleum Tankership Ship Days 43,820 46,093 [ 48,321
Surge (FSS & LMSR) FOS Ship Days 38,441 37,220 51,556
Surge (FSS & LMSR) ROS Ship Days 15,635 17,285 17,270
Army Afloat Prepo Ship Days 31,517 31,051 36,157
Air Force Afloat Prepo Ship Days 31,616 30,965 31,362
DLA Afloat Prepo Ship Days 32,173 30,237 30,411
Chartered Cargo Ship Days 31,282 26,870 27,241
MSC Unit Cost;

Chartered Cargo Breakbulk unit costs are computed as cost per million-
measurement ton-mile (MMTM). Petroleum Tankerships (POL), Surge, Non-Navy
Afloat Prepositioning Force (APF-T), and Chartered Cargo ships unit costs are
computed as cost per ship day.

Chartered Cargo unit cost per MMTM decreases in FY0O due to a higher cost
to support Kosovo operations in FY99. FY01 unit cost decreases due to a decrease in
overhead allocated to this output.

Petroleum Tankership (POL) unit cost increases in FY0O due to smaller
tankers that were used for Kosovo operations in FY99. FY01 unit cost increases due to
increased vessel maintenance and increased fuel prices.

Strategic Surge FOS unit cost decreases in FY00 due to lower fuel prices.

FYO01 unit cost increases due to an increase in the overhead allocation to this output.
Overhead was reallocated between outputs; however, there was not an overall increase
in overhead. Higher fuel prices also contributed to the increase.

Strategic Surge ROS unit cost increases in FY00 due to increased vessel
maintenance and operating hire costs

Non-Navy Afloat Prepo (APF-T) unit costs are relatively stable. The FY00
decreases are a result of lower fuel prices and the FY01 increases are a result of higher
fuel prices in FYO1.

Chartered Cargo unit cost per ship day decreases in FY00 due to Kosovo
operations in FY99 and reduced fuel prices in FY00. FYO01 unit costs increase due to
higher fuel prices.




MTMC UNIT COST FY99 FYQO0 FY01
Cargo Operations Measurement Tons 26.89 27.65 27.22
Global POV Measurement Tons/Vehicles 245.56 247.46 248.59
Liner Ocean Transportation Million 31,600 31,000| 32,303
Measurement Ton Miles

MTMC Unit Cost

Cargo Operations unit costs are computed as costs per Measurement Ton
(MTON). Liner Ocean Transportation units are computed as costs per Million
Measurement Ton-Mile (MMTM). Global POV units are computed as costs per MTON.

Cargo Operations unit cost increases in FY00 due to a combined result of the

transfer of the Concord Naval Weapons Station Port Operations to USTRANSCOM,
general inflation, and pay raise.

Global Privately Owned Vehicle (POV) unit cost increases in FY00 and FY01
due to general inflation.

Liner Ocean Transportation unit cost decreases in FY00 due to decreased
container contract prices. Unit cost increases in FY01 are due to price inflation (5%)
and pay raise.

DCS UNIT COST
Cost per pound delivered

FY00
5.94

FY99
5.20

FYO1
6.00

DCS Unit Cost: increases from FY99 to FY0O primarily due to reduced workload
(3.6 million pounds delivered in FY0O0 versus 3.8 million pounds delivered in FY99)
along with inflation and increased transportation costs. FY01 unit cost increased slightly
due to inflation and pay raises.

WORKLOAD ASSUMPTIONS: Workload at USTRANSCOM means three
things: (1) Readiness-training of airlift crews and maintaining infrastructure for the
purpose of adequate wartime surge capacity; (2) Contingency Operations--emergent
humanitarian, peacekeeping, and other operations ordered by the National Command
Authority that require transportation services; and (3) Recurring peacetime workload--
the routine movement via air, land, and sea of our DoD and non-DoD customers’ cargo
and passengers.

Readiness: The Bottom Up Review Update (BURU) established the
requirement to fight and win two nearly simultaneous Major Theater Wars (MTW). The
BURU established the transportation force structure and infrastructure to achieve that
end. The Mobility Requirements Study (MRS) validated the Strategic Mobility
Requirements in the BURU and identified shortfalls in our current surge capability.



USTRANSCOM can meet the two MTW requirements by using existing strategic
mobility assets to support one MTW and then diverting assets to support the second
MTW. The current DoD plan is to correct the shortfalls in our capability by FY01. Our
budget fully supports progress toward this goal and supports the National Military
Strategy. USTRANSCOM has conducted a thorough review of our organization's
infrastructure and has implemented organizational streamlining measures that will not
impact readiness.

Contingency Operations: As in the last several years, FY99 was a high
OPTEMPO year for contingency-driven workload, mainly due to new operations in
Kosovo and continuing operations in Southwest Asia and Bosnia. The National Security
Strategy for a New Century of May 1997 specifies the need to remain actively engaged
throughout the world to minimize security risks to the United States. Specifically, the
strategy cites peacekeeping operations, counter proliferation of weapons, humanitarian
missions, and drug trafficking interdiction as the means to mitigate recurring security
risks. All of these operations require USTRANSCOM services; therefore, we expect
high OPTEMPO to continue into the future. In most cases, contingency workload
substitutes for normal workload in that units being transported are not conducting
normal training but are engaged in a contingency. Based on current guidance, we do
not reflect any assumptions for unplanned contingency workload, cost, or revenue in the
budget years (FY00-01). However, we do budget for ongoing planned contingency
workload such as SOUTHERN WATCH.

Recurring Peacetime Workload: We establish our peacetime workload
estimates based on current customer transportation requirement projections. The
projections are provided to USTRANSCOM via workload conferences, other
correspondence, and historical trends, combined with analysis of future force structure.

AMC WORKLOAD FY99 FY0O0 FYO1

Training Flying Hours C-5 7,461 6,837 6,837
Training Flying Hours C-17 11,213 16,927 21,266
Training Flying Hours C-141 21,160 15,726 10,997
Channel Passenger Miles 2,149 2,406 2,404
Channel Cargo Ton Miles 1,377 1,207 1,187
SAAM/JCS Ton Miles 1,985 1,709 1,705

AMC Workload: C-5 flying hours decrease in FY0O is due to reduced training
requirements with more hours flown in the simulator. FYO01 flying hours remain stable.
C-17 flying hours increase from FY99 to FY01 is due to increase in C-17 fleet size. C-
141 flying hours decrease from FY99 to FY01 due to scheduled retirement of the C-141
fleet. Channel passenger workload increases in FY00 due to an increase reflected in
customer forecasts. FY0O0 to FY01 workload remains steady. Channel cargo workload
decreases in FY00 due to Kosovo movementin FY99. FY0O0 to FY01 workload remains
steady. SAAM/JCS workload decreases in FY00 due to contingencies in FY99 not
budgeted in FY00. FYO0O to FY01 workload remains steady.




MSC workload FY99 FYQO0 FYO1

Chartered Cargo (Bbulk) (MMTM) 857 669 670
Petroleum Tankership Ship Days 3,471 2,508 2,502
Surge (FSS & LMSR) FOS Ship Days 494 223 225
Surge (FSS & LMSR) ROS Ship Days 3,374 4,420 5,970
Army Afloat Prepo Ship Days 5,301 5,768 5,595
Air Force Afloat Prepo Ship Days 1,065 1,098 1,065
DLA Afloat Prepo Ship Days 1,095 1,098 1,095
Chartered Cargo Ship Days 1,651 2,847 2,845

MSC Workload: POL Tankership, Chartered Cargo (MMTMs), and Surge (FOS)

workload decreases in FY0O0 due to contingency operations in FY99. Surge (ROS) and
Army Afloat Prepositioning workload increases in FY00 due to LMSR deliveries. FY01

workload is relatively stable with the exception of the Surge (ROS) where additional
LMSR deliveries add 4.5 ship years to the program.

MTMC WORKLOAD FY99 FY00 FYO1

Cargo Operations (MMTONSs) 4.7 3.7 3.7
Global POV (MMTONSs/Vehicles) 72 71 71
Liner Ocean Transportation (MMTMs) 14,981 14,500 14,500

MTMC Workload: Cargo Operations workload decreased from FY99 to FY00.

FY99 includes workload for contingency operations, which were not included in the
FYO0O0 estimate. The Global POV and Liner Ocean Transportation workload remain

relatively stable in FY99 thru FYO01.

DCS WORKLOAD FY99 FYO00 FYO01
Pounds Delivered 3,848 3,600 3,600
(thousands)

DCS Workload: DCS workload decreases in FY0OO0 due to world events in FY99

not budgeted in FY00. FYOQO to FY0O1 workload remains steady.




CUSTOMER RATE CHANGES:
AMC RATE CHANGES FY99 FYO0O FYO1
Channel Passengers 4.0% 1.5% 7.5%
Channel Cargo 8.5% 4.1% 7.5%
SAAM/JCS 0.9% 2.5% 13.7%
Training 3.7% 4.8% 11.2%
AMC Rate Changes

Channel rates continue to be commercially competitive. The FY01 channel
cargo and passenger rate increase includes anticipated impact of fuel price increases in
the commercial sector used as a basis for competitive rate comparison. Rate increase
for SAAM/JCS Exercise and Training is the result of standard inflation/ Working Capital
Fund price increases, C-5 maintenance programs, and flying hour/ workload decreases.
These increases were partially offset by the elimination of the cash and capital
surcharge.

MSC RATE CHANGES FY99 FY00 FYO1

Chartered Cargo -53.4% 8.6% 16.3%
Petroleum Tankerships 24.5% -2.9% -9.3%
Surge -3.3% 15.4% -2.7%
Afloat Prepositioning 6.5% 7.2% -0.7%

MSC Rate Changes

The FY01 Chartered Cargo rate increase is due primarily to the recoupment of the
FY99 loss from Kosovo operations and increased fuel prices. Petroleum Tankership (POL)
rate decrease in FYO1 reflects a return of profits from unexpectedly profitable spot charters
largely in support of Kosovo. Surge FY01 rates decrease to return unexpected profits
projected through FY00. Non-Navy Afloat Prepositioning Force (APF-T) rates decrease as a
result of reduced cost for the Gibson/Titus contract, a decrease in the overhead applied to

this output, and decreased vessel maintenance.

MTMC RATE CHANGES FY99 FY0O0 FYO1

Cargo Operations -32.2% 99.3% | -27.0%
Global POV -26.8% 36.0% -7.5%
Liner Ocean Transportation -8.8% -2.6% 15.1%

MTMC Rate Changes

FYO01 rate decrease in Cargo Operations is attributed to payback of prior year profits,

elimination of the cash and capital surcharges offset by pay raise, and inflation.




The Global POV rate decrease a result of the AOR recoupment of FY99 losses. Liner
Ocean Transportation rate increase is attributed to recoupment of prior year losses
offset by elimination of the cash and capital surcharges in FYOO rates.

DCS RATE CHANGES
Pounds Delivered

FY99
36.5%

FY00
-28.8%

FYO1
1.7%

DCS Rate Changes: Rate increase in FY0O reflects impact of standard inflation and
pay raises.

CAPITAL PURCHASE PROGRAM: USTRANSCOM'’s major systems under
development and modernization have been designated as interim migratory systems
and this budget allows for the continued upgrade to allow us to move into the 215t
century. Our Capital Purchase Program (CPP) includes investment in ADPE and
telecommunications equipment, software development, minor construction, and
equipment (other than ADPE and telecommunications).

SUMMARY TABLE IV (CAPITAL)

CAPITAL FY99 FY00 FYO1
EQUIPMENT 1.5 3.1 25
ADPE and TELECOM EQUIP 55.5 60.6 66.4
SOFTWARE 126.4 106.2 117.2
DEVELOPMENT

MINOR CONSTRUCTION 9.2 13.4 9.9
TOTAL CPP 192.7 183.3 196.0

The FYO0O capital program reflects funding Global Transportation Network (GTN)
to support In-Transit Visibility (ITV) of DoD cargo moving commercially, development of
Direct Vendor Delivery (DVD) of DoD cargo, and to develop query capability as well as
a new data base.

Command and Control Information Processing System (C2IPS) funds provide
critical, automated, wing- and unit-level Command and Control (C2) information to AMC
wing and unit commanders and decision-makers. C2IPS supports air mobility
execution, tracking, and analysis for both fixed and deployed sites. Unit Level Planning
and Scheduling (ULP&S) is a major module being added to C2IPS to provide aircrew
scheduling, mission building, and operation risk management tools.

FYO0O also includes funds for Management Reform Memorandum (MRM) #15.
MRM#15's key objectives are to reduce infrastructure costs, eliminate government-




unique documentation and processes, reduce data requirements and improve accuracy,
increase use of electronic commerce, and employ best commercial practices. This effort
required for system improvements are designed to access the Services and DoD
agencies integrated booking systems and PowerTrack'’s freight payment system to
provide automated, electronic shipping payment process and reconciliation with
instructions, electronic data interchange, and connectivity for fast, accurate payment to
carriers.

The decrease from FY99 to FY0O is due to early equipment installation for Global
Air Transportation Execution System (GATES). The funding increase from FY0O to
FYO01 is due GTN, which includes development of the new database, GTN/ITV
improvements approved by PDB 410, training development, and continued
development of Joint Flow and Analysis System for Transportation (JFAST) and
Analysis of Mobility Platform (AMP).

MANPOWER TRENDS: USTRANSCOM's funded staffing is approximately 75 percent
military and 25 percent civilian. Eighty percent of its work force is dedicated to
maintaining a ready airlift capability. MSC meets the majority of its requirements
through commercial charter and port contracts; therefore, it is not manpower intensive.
Nonetheless, the efficient use of manpower for these components is integral to the
national mobilization and strategic lift capability.

SUMMARY TABLE V
(MILITARY END STRENGTH and AVERAGE STRENGTH)
FY99 FYQO0 FYO1

Army 285 294 285
Navy 201 233 215
Marine Corps 22 19 19
Air Force 14,941 13,808 13,725
Total Military End 15,449 | 14,354 | 14,244
Strength

Total Military Workyears 15,449 14,354 | 14,244

Military Manpower Changes FY99 - FY00:

Military end strength levels vary slightly from FY99 to FY0O0 due to the difference
between actual on-board strength levels in FY99 and budgeted levels in FY00. The C-
141 drawdown and C-17 ramp up affect the overall Air Force manpower trend.



Military Manpower Changes FY00 - FY01:

Army levels decline slightly due to MTMC streamlining. Navy end strength
levels decrease in FY01 due to a modification of the personnel transfers at Concord
Naval Weapons Station, and removal of Concord from the TWCF. Air Force levels
decline throughout the FYDP as a result of the C-141 drawdown, which exceeds the C-

17 ramp-up.
SUMMARY TABLE VIl (CIVILIAN END STRENGTH)

FY99 FY0O0 FYO01
U.S. Direct Hire 4,073 3,910 3,939
Foreign National Direct Hire 244 195 196
Foreign National Indirect 498 502 501
Hire
Total Civilian 4,815 4,607 4,636




SUMMARY TABLE VIl (CIVILIAN FULL-TIME EQUIVALENTS)

FY99 FY0O0 FYO1
U.S. Direct Hire 4,246 4,060 3,994
Foreign National Direct Hire 278 225 199
Foreign National Indirect 496 508 507
Hire
Total Civilian 5,020 4,793 4,700

Civilian end strength/full time equivalents decline as a result of several initiatives:
various streamlining initiatives, C-141 drawdown/C-17 ramp-up, modification of the
personnel transfers at NWS, Concord, and the subsequent removal of Concord Naval
Weapons Station from the TWCF. These decreases are offset in FY01 as a result of an
AMC zero-based transfer action to realign civilians from the O&M side of AMC to the
TWCF to meet C-17 maintenance requirements.

PERFORMANCE MEASURES:

AMC
Uniform Material Movement and Issue Priority System (UMMIPS)--percentage of
shipments meeting or beating UMMIPS standards.

Number of Pallets--percentage of pallet positions offered versus used on CONUS
outbound channel cargo missions.

On-Time Commercial Mission--percentage of time channel passenger
commercial missions are within 20 minutes of scheduled departure.

Flight Crew Readiness--percentage of assigned crews qualified to fly primary
missions.

MSC

On-Time Pickup or Delivery--performance based on percentage of shipment that
meet required lift dates or delivery dates based on predetermined agreed upon lift and
delivery requirements as established by the customer.

Ship Availability--days against plan that ships are actually available to perform
the function for which they were intended.

MTMC

Response to Customer Requirements (Passenger)--Measures the time it takes
MTMC from receipt of the customer movement requirement to confirmation of surface
transportation.




Response to Customer Requirements (Freight)--Measures the percentage of
solicitation awards that meet agreed upon start-up dates.

Containers "Lifted"--movement of cargo by land inside MTMC cargo system.
Measure containers "lifted” (placed on a ship) to published booking schedules in
accordance with Movement Standard Movement Procedures.

Completeness of Ocean Cargo Manifests--Measures the percentage of cargo not
included on the original manifest.

Timeliness of Ocean Cargo Manifests--Measures the percentage of time the
manifest is not produced in accordance with Movement Standard Movement
Procedures.

Timeliness of ATCMDs--Measures the percentage of time the Advanced
Transportation Control and movement Document (ATCMD) was not provided to the
port.

Accuracy of ATCMDs--Measures the accuracy percentage of ATCMDs provided to
the port.

Water Port Hold Time (UMMIPS)--measures the percentage of manifested cargo not
meeting UMMIPS standards.

DCS
Articles Compromised--number of articles whose security was compromised. The goal
and actual performance have been zero articles compromised.

SUMMARY

A robust strategic mobility capability is a critical requirement in fulfilling the
National Military Strategy of effective power projection of a CONUS-based military.
Over the past fiscal year, USTRANSCOM conducted transportation operations in 180
countries. These operations included thousands of contingency and humanitarian relief
missions valued at more than $576 million during 1999. It is not uncommon that in any
given week we operate more than 1,300 air mobility missions, 30 ships, 450 railcars,
and handle cargo in 27 ports. Our budget request reflects the minimum funding
necessary to improve, maintain, and operate the Department's Transportation Working
Capital Fund portion of the strategic mobility system.



Changes in the Costs of Operation
Component: United States Transportation Command/Transportation
Date: February 2000
(Dollars in Millions)

FY 1999 Est Actual:
FY 2000 Estimate in President's Budget:

Estimated Impact in FY 2000 of Actual
FY 1999 Experience:
Global POV Contract Adjustment
Container Lease Reimbursement

Pricing Adjustments:
a. FY 1999 Pay Raise
(1) Civilian Personnel
(2) Military Personnel
b. Annualization of Prior Year Pay Raises
(1) Civilian Personnel
(2) Military Personnel
c. Military/Commercial Augmentation Rate Increase
d. DLR/Baseline Price Increase
e. General Purchase Inflation

Productivity Initiatives and Other Efficiencies:
a. Commercial Augmentation One-Way Rates
b. Organizational Streamlining
c¢. Use of Simulations for C-5 Air Crew Training
d. Efficient Ship Maintenance/Utilization

Program Changes (list):

. Airlift Workload and Other Changes

. Aircraft Maintenance

. Contractual Changes

. Maintenance and Repair Reductions

. Sealift Workload Change

. Headquarters MTMC Move

. Dredging Study - MOTSU

. Liner Ocean Transportation Contract Adjustment
. Concord NWS Direct Funding

. HHG Reengineering Audit

. MRM #15 Reimbursable from Services
. Depreciation

. Other

3 —F— =TQ a0 Q0 CO®

Expenses
$4,449.0

$4,285.9

($25.7)
($37.7)
$12.0

($5.0)
$0.4
$0.4
$0.0
$0.0
$0.0
$0.0

($12.1)
$16.8
($10.1)

($5.3)
($2.0)
($2.9)
($3.5)
$3.1

($77.7)
($81.1)
$26.9

($5.4)
($9.6)
($7.8)
$4.3
$2.0
($24.2)
($12.0)
$3.5
$8.0
$8.2
$9.5

Exhibit Fund - 2 Changes in the Cost of Operation



Changes in the Costs of Operation
Component: United States Transportation Command/Transportation
Date: February 2000
(Dollars in Millions)

FY2000 Current Estimate:

Pricing Adjustments:
a. FY 2000 Pay Raise
(1) Civilian Personnel
(2) Military Personnel
b. Annualization of Prior Year Pay Raises
(1) Civilian Personnel
(2) Military Personnel
c. Fuel
d. Supplies
e. Depot Level Repairables
f. Depot Maintenance
g. Military Augmentation Rate Increase
h. General Purchase Inflation

Productivity Initiatives & Other Efficiencies:
a. Organizational Streamlining

Program Changes:

a. Airlift Workload and Other Changes

b. Aircraft Maintenance

¢. ADPE Maintenance and Operations

d. Sealift Workload Changes

e. Transfer of LMSR from Prepo to Surge
f. LMSR Prepo Ship Delivery

g. Fuel Requirements Change

h. Offshore Petroleum Delivery System
i. Headquarters MTMC Move

j- HHG Reengineering Audit

k. MRM #15 Reimbursable from Services
I. Depreciation

m. Other

FY 2001 Estimate

Expenses
$4,172.2

$343.4
$7.9
$7.4
$0.5
$3.3
$3.0
$0.3
$198.8
$4.1
$25.0
$27.7
$28.3
$48.3

($4.9)
($4.9)

$7.2)
($38.1)
($3.4)
$7.6
($1.9)
$17.4
$0.9
$9.1
($1.1)
($4.3)
($3.5)
($8.0)
$11.5
$6.6

$4,503.5

Exhibit Fund - 2 Changes in the Cost of Operation



ACTIVITY GROUP ANALYSIS

COMPONENT/ACTIVITY GROUP: United States Transportation Command/Transportation
SOURCE OF NEW ORDERS AND REVENUE

{Dollars in Millions)

1. New Orders
a. Orders from DOD Components:

Air Force:
Military Personnel
Aircraft Procurement
Missile Procurement
Other Procurement
Operations and Maintenance
ANG, 0&M
AFRES, O&M
RDT&E
Other

Army:
Military Personnel
AAFES
Operations and Maintenance
RDT&E
Other

Navy:
Military Personne!
Operations and Maintenance
NG, O&M
Other

Marines:
Military Personnel
Operations and Maintenance
Other

0osD:
Operations & Maintenance:
JCS
SOCOM
Health Affairs
NSA
DA
DMA
Other
DLA (Non-WCF)
Other

b. Orders from other Fund Activity groups
DECA
DLA
Other
c. Total DoD
d. Other Orders:
Other Federal Agencies
Trust Fund
Non Federal Agencies
Foreign Military Sales
Total New Orders
2. Carry-In Orders
3. Tota! Gross Orders
4. Funded Carry-over

5. Total Gross Sales

FY 1999
3,739.6

18107
121.2

1,016.1
151.0
102.1
755.1

5.4
25
417.0
79.2
2417

95.1

101.8
21.9
78.1

18

394.0
384.4
311.0
44.6
185
6.4
05
0.1
26
0.7
9.6

612.6
81.0
4725
59.1

4,352.2
45.6
21.3

55
12.6
6.2

4,397.8

4,397.8

4,397.8

FY 2000
3,6375

1,497.8
117.3

1,069.7
175.3
92,6
791.7
5.6
484.6
105.0
2725
106.6

105.1

615.7
65.8
483.4
66.5
4,153.2

50.6
19.5

20.7
3.0

4,203.8

4,203.8

4,203.8

FY 2001
3,843.5

1,706.3
125.0

1.112.2
188.9
108.3
803.1

6.0
528.1
111.0
276.4
140.2

107.6

646.4
73.5
505.9
67.0
4,489.9

51.0
19.2

21.8
22

4,540.9

4,540.9

4,540.9
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Transportation Working Capital Fund
Component: United States Transportation Command/Activity Group: Transportation
Revenue and Expenses
(Dollars in Millions)

FY 1999 FY 2000 FY 2001

Revenue:

Gross Sales $4,423.8 $4,124.3 $4,552.2
Operations $4,266.0 $3,841.4 $4,356.3
Capital Surcharge $0.0 $110.5 $13.5
Depreciation excluding Maj Const $157.8 $172.4 $182.4
Major Construction Depreciation $0.0 $0.0 $0.0

Other Income $0.0 $113.5 $0.0

Refunds/Discounts(-) ($26.0) ($34.0) ($11.3)

Total Income: $4,397.8 $4,203.8 $4,540.9
Expenses:

Salaries and Wages:

Military Personnel Compensation & Benefits $47.8 $50.6 $52.5
Civilian Personnel Compensation & Benefits $253.1 $258.0 $264.0
Travel and Transportation of Personnel $96.4 $83.4 $83.5
Materials and Supplies (For internal operations) $934.1 $821.5 $1,048.3
Equipment $14.1 $18.3 $18.1
Other Purchases from Revolving Funds $394.7 $379.5 $399.2
Transportation of Things $12.9 $15.9 $16.0
Depreciation - Capital $157.8 $172.4 $183.9
Printing and Reproduction $0.7 $1.1 $1.1
Advisory and Assistance Services $8.1 $8.6 $9.1
Rent, Communications, Utilities, and Misc Charges $31.8 $40.7 $40.9
Other Purchased Services $24975 $2,322.2 $2,386.9
Total Expenses $4,449.0 $4,172.2 $4,503.5
Operating Resuilt ($51.2) $31.6 $37.4
Less Capital Surcharge Reservation $0.0 $110.5 $13.5
Plus Passthroughs or Other Appropriations Affecting NOR/A $0.0 $0.0 $0.0
Other Changes Affecting NOR $0.0 ($113.5) $0.0
Net Operating Result ($51.2)  ($192.4) $23.9
Beginning AOR $219.7  $168.5 ($23.9)
Prior Year Adjustments $0.0 $0.0 $0.0
Other Changes Affecting AOR (Specify)
Transfer of JTMO Program $0.0 $0.0
AOR Adj for JTMO $0.0 $0.0

Accumulated Operating Result $168.5 ($23.9) ($0.0)
Non-Recoverable Adjustment Impacting AOR (Specify) $0.0 $0.0 $0.0
Accumulated Operating Results for Budget Purposes $168.5 ($23.9) ($0.0)

Exhibit Fund-14 Revenue and Expenses




COLLECTIONS/DISBURSEMENTS WORKSHEET
Component: United States Transportation Command
Activity Group: Transportation
(Dollars in Millions)

OPERATING OTHER MOBILIZATION TOTAL

1. a. BALANCE, BOP FY99 $0.0 $0.0 $0.0  $302.0
b. APPROPRIATIONS $0.0 $0.0 $0.0 $0.0
c. TRANSFERS ($17.1) ($4.4) $0.0 ($21.5)
d. COLLECTIONS $4,548.6 $0.0 $0.0  $4,548.6
e. DISBURSEMENTS $4,3743  $176.8 $0.0  $4,551.1
f. NET OUTLAYS ($174.3)  $176.8 $0.0 $2.5
g. CASH, EOP ($191.4)  $172.4 $0.0  $278.0

2. a. BALANCE, BOP FY00 $0.0 $0.0 $0.0  $278.0
b. APPROPRIATIONS $0.0 $0.0 $0.0 $0.0
c. TRANSFERS ($18.4) $0.0 $0.0 ($18.4)
d. COLLECTIONS $4,321.5 $0.0 $0.0  $4,321.5
e. DISBURSEMENTS $4,159.3  $204.9 $0.0  $4,364.2
f. NET OUTLAYS ($162.2)  $204.9 $0.0 $42.7
g. CASH, EOP ($180.6)  $204.9 $0.0  $216.9

3. a. BALANCE, BOP FYO01 $0.0 $0.0 $0.0  $216.9
b. APPROPRIATIONS $0.0 $0.0 $0.0 $0.0
c. TRANSFERS ($28.3) $0.0 $0.0 ($28.3)
d. COLLECTIONS $4,717.2 $0.0 $0.0  $4,717.2
e. DISBURSEMENTS $4,6102  $1905 $0.0  $4,800.7
f. NET OUTLAYS ($107.0)  $1905 $0.0 $83.5
g. CASH, EOP ($135.3)  $190.5 $0.0  $105.1

Exhibit SM-8 Collections/Disbursements
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